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Plaintiff'e•Exhibit 1 



U.S. Corporation Income Tax Return 

e»!e«Oa» year 1007 or tver tenable year kfieinf 

— X'-i J -i mi. MMt.nc SsMM£~JtoB. .. isJd? 




If the lint on the schedules ora not sufficient, tee ins’rvict.or i(. 


4 Dividends (Schedule C) . ... 

B Interest on obligations of Km United States and U.S. Instrumentalities . . . ' 

5 Other Interact , . . , . , , , , , , , , t . . . . . . 

7 Grott rent* « , . , , , , , , , . .. , , . ‘ .... ' . . 

• Grace royalties »* * . . . . . . , ... . t t ( 

t Net gains (losses) - (separata Schedule D).. 

10 Other income (attach schedule) ... . . . /, - 

11 TOTAL Income—Arid lino 3 through 10. ‘ ‘ " 

12 Compensation of officers (Schedule E> ...' . 

U Salaries and we tee (not deducted deeehant)... 

14 Repairs (do not Include capital expenditure) . . .'. 

19 Bad debts (Schedule F If reserve method Is used)... 

14 Rents.... 

17 Tenet (attach schedule).* 

15 Interest .... . 

IS Contributions (attach schedule ■ see Instructions for limitation). 

20 Casualty or theft losses (attach schedule). 

21 Amortisation (attach schedule) .. 

22 Depreciation (Schedule G). 

23 Depletion (attach schedule). 

24 Advertising... 

29 (a) Pension, profit-sharing, stock bonus, annuity pie ns (attach Form 2950) 

(b) Other employee benefit plans (see Instructions) . . 

24 Other deductions (attach schedule). 

27 TOTAL deductions on lines 12 through 24. 

24 Taxable income before net operating lots deduction and special deductions (line 11 less line 

29 Last: (a) Net operating lots deduction (see Instructions—attach schedule) __ 

(b) Special deductions (Schedule-1).. f°.7/3. 


7 L 

-ALLilY^J. 


30 Taxable income (line 28 less line 29] 


31 TOTAL Income tax (Schedule J)... 

32 Credits: (a) Tsx deposited—Farm 7004 applicftiea lor trUimon (atisch espy) . __ 

(b) 1947 etbmjtcd let peymeets dwiede ins minimi iiimM M • «m>o . 

(c) Credit from rtgultltd invtitment companies (attach Form 2439) . 

(d) Credit lor Ui Ui on aonhi|hwoy |es and lube oil (attach rone 4114) Ll 

33 II let (lino 11) is larfer than ciodito (Inw 12). the balamo is TAX DUL See Insb. 6 lor Tu Or 

34 II tax (lino 11) it loti than credits (lint 12).tutor the OVERPAYMENT ho i 

35 Enlor omeunt el lino 14 you wont: Credited to 1944 tstunoltd too 


’ Y tOMOroi oi'SMi Y p u riiio'ol' praptmi 


•t >• »•: i 






































form liro llftGT) 
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P«|# 7 


Schi-dulo A—COST Of GOOOS SOLD (See inetruclien 2) 1 

Schadula C—DIVIDENDS (S« inttruttlon 4) 

1 Inventory at beg nninf of year ..... 1 

2 Mcir'.andite bought ,or manufacture or solo . 

3 Salaries 4'<d wages. 

4 Other costs (attach schtdulo). 

9 Total. 

4 i oss mvertory at ond of yoot. 

..-. 

1 Pom»ihc cerpor.lioni lubpcl to 85% deduction. 

2 Certain prelrrred itoct ol public uMihet . . . 

3 Fottif. cotponiiont tubitct to IS% doductia. . 

4 Dlndrndt Itotn wholly owned lotti|n lubvdieriet 
tubitct to 100% deduction (Melon 245(b)). . 

5 Othor dividend! l(om foreign corporitiont. . . 

6 Income tram controlled lofoi|n corporationd (at¬ 
tach Focm 3644). 

/- • .• f CJ 

7 Coil ol (cod. Mid—Enter on line 2, PM* 1 . 



Mstltod of mvanloty vekietion _______ 

7 Foreign dividend groa up (aoebon 71) ... . 

• Quii’lymi dividends from efhl.eted croupe 
(wclion 243(b)). 







9 Otho* 

. 


| 10 Tntai—Enter hart and on lint 4. pan# 1 . . ,j 


Schedulo £—CO M PENSATIO N OF OFFICERS (Sm instruction 12) 


1 ho-'*. idiMii o*d wrtai Mrorttf aowSar at oKcar 

1. Iitio 

J 1»*t 

Cr.olcd lo , 
ShUhOM , 

1 ftnant «♦ 

I_rtKln 

1 4 Comma 

corr^rtwri 

tunre 

l Ar atoned 

4 AOMtfMtf 
cowyotiuuoo 

7. IsprhM komI 
t'taoantaa 






! 7^ 



•. 



Vj; *)oo,ot 




... 


. . 

n P i w "J” J | O 0 

--1 















Totol compeneetlon of officer*—Enl.r hero ond on lino 12. pope 1 

/«^7 •i«?fdo 

- J ’ T- 


Schodulo f —BAD DEBTS—RESERVE METHOD (Sot instruction IS) 


1. Tm> 

? 1 iae* Mtn a*4 eccoeftta ra¬ 
te irawt aut»ta*4i*( at and af yoar 

1. Salat ao accoool 

A.ftovi.t tout |o r«b«f«a 

4 AMitutf rSa*|Od 

aia*Mii «eit«90 

7. Ootorre lar tM 4*11* 

at too af r*« 

4 CoiFtnl mi t 

Wonaioo 

ft Reeeeanea 

1962 ■ 







1963 







1964. 







1966 







1966 . 


1 




1967 . 


i 





Schedule G—DEPRECIATION (Sot ins true ions for Schtdulo G) 

To«p*yOit utiri* Revenue Procedure* 02-11 and 4S-IJ Mefc# no or» f¥ , n column . outer the coal or other fc.valt of jiteit hold Of ond of year In 
_ _ __ _______ c ol umn 3, ond tnter ihp accumulated n«pr tootion .A ond d y*m* In column 4 __ 


1 Crtus t^d ■ •idaiiMO data 
ar iaKi>4.ioa af eroeefty 

f. Data 
atew’N 

| 1 C^-ler 

awn Vi # ii 

4 bwarialdO* 
8iia»«d rr anooatia 

l« priof 9**i t 

f l Urine. .1 
cvripotiiig 

40s/aoalioo 

| ft Ufa ar 
j taio 

7. Drarawatpoa lot 

tan tear 

1 Total odd donal linl year dooroclotion (do not Include in item. below) - 


Buildings. 

.. 

1 . !...1 




Furr.ituro and firtunos. 

✓<4* 

■ Oj .‘V t V( 

. \'"' sn -' 


'•> % 

7 xi, 7 <* 

Irons port.ition wuipment . . 

✓ *< 





^9*7 *o 

Machinery and other equipment 







Other (tpacify) 







. r ■ t ft riu «</(• «. 

Y** 

.*3U ’'I 

/ 7, is •*. v M/ 


✓44 

J /.idi 

I.Vi.JiTia/ddi 

✓4 4 

u" 6» n Jf /# 

/ Ji7. Vt 

/4A. 


,30 3* 

/Va: acu; r/rj 

✓ 44 

1 •*'. <X< >? 

« / /r'd .<7 
































2 Totals. 


Sr 


4 pnC./ / 

3 Less amount of depreciation claimed in Schedule A ond elsowhor# on return . 

4 Data >t e—Euler hero and on line 22. pant 1 . . . 

. 


.: i 

... i 

2. *. 7 •. y / 


Schedule H—SUMMARY Of DEPRECIATION 



Stiatfbl i.m 

Oorlpemf Solae.a 

fttai* ti |.»* 1 

raaudiju • 

(;e«i<al 1 A44ii«rMi tuit voar 

mU liM (ae< l4uOlh> 

OIMr (ipti.lrl 

fetal 

1 Ui-Jof R#« ftMt 

W-ll aid as-III 



* ' ’ > *j 

. ■ •‘e ' *< •. J 


> Other . . | 

j’.-ifviif 

r^7 j? 

1 .• i'7-i /: 
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1 l income (line SO. pact .. 

2 Sunni exemption (tin* 1. $28,000. or amount apportioned und*r sec non 1561. whichever is tester) 

S Line 1 mi tin* 2.... 

• (a) 22 percent ot line t..■••• 

(b) 2$ percent of Hoe ... 

(e) It multiple eurtai eaemption is elected urier teetien 1562 enter 6 p"xent ot line 2 . — - 

• Income ter ('me 4, or lin* 26 ot separate Schedule 0. wt-icherer is lasrer). 

• Forenn Ua credit (attach form ... 

7 Lire S lass line 6. 

• Investment credit (attach roon .. 

• Line 7 tees line ... 

10 Personal hording company tea (attach Schedule 1120 PM). 

11 to* from recomputing prior year Investment credrt 4jttach ror ijiwtetion) . 

12 lu»a'taa— e.Jd I os 9. 10, and 11. Lnter here and on In; 31. pj-j« I_ • ■ 


s H t »«T 


H Date incorporated 


S- _/-. 


I (1) Old the corporation at the end ot *1 c triable ,e;r on" dirrctiy 
or ind.iertly 50 percent or more ot ti e vjtmp slock ot a 

dunmstiC corporation?. Yes □ ho □ 

(2L DO joy corporolion. individual, partnarslnp. trust, or esse- 
cution. at the and ot tha taiable year own d.roclly or 
I.idifocily 50 porcant or per ot the curpo. ation's voting 

stock.’ .. ....»**□ No □ 

(fv rules ot attribution, sir 'ertoi. ’67(c) I 
H the anewrr to (1) or (L> is -Yes." at.ect: a schednte 
showing: 

(a) nno, address, and identifying number; e.id 

(b) percentage owned. 

ft the a.nnwtr to (l> above is "Yes/' include the taiable • 
income (or loss) from line 30, pact I form 1120 ot such 
cerebration lor the taiable year ending wilt or * tn:n 
yu r taiable year. 

J Did you haul ary contrecti or subcontract*, sub-.'I to !•■* 
Reneg'd.ulur-i Act nt 1951> . . . . . Vo. |\ No ' 

|< "Ye* ", niter ilic agjrega’e gro»> dollar -Oj.lt -Jlmd di.-. .. 
the year . 

N Amou • o* I .liable income (ur loss) from line 33. payt 1, Tuim 1: 2U 
tor 1964 /.«. . ' ’ • ‘1965 f *' I JCo • 

L Did you clj;T a deductior for aspansas u.v»r ectsd w *h 

0) A I.iii ting lodga r Jj. woduni; ranch t* farm I*. fsV.tj 
camj rj, lavort proparty (J. plaas<m- ?»oat or yac»4 (J. tr ©“ at 
s>mila' laciitly (Othar than whorr th« o|»>'Mtio«t of for..l.t> 

wr. tha principal business ) Yes U No 

(2 • Iht tensing ranting, or o«nen.li-p ®* * holal fo*>m or 
t jitc | J. apartmant or othar dwelling PJ w';t?ti wn u'.*: h. 
customers or amployaas or mam bars of thai. • »r.i .ac? (Ot *ar Par 
usa bvamp'oyotfc while in busmar.t travel statu » Yes |_* Kf- £•' 
(3) The «it*cndanca of your an*| k*>ra*.' timllaa at c^*. 
l*Onf or Lus<nass mactmes* Yes f ; f’o 


, {%) Vacations for ampioyaas or mamba's ot thair families* 

(0*ne; than amount reported on Form W-2.) V«* □ No ^ 
I M Wafer to (eg# 7 of inttoictiO** and atata tht: 

Principal besmass activity .—.——• 

w"t *•* •*.&'•**.**. 1 >. .— 


Principal product ot service 


N Wcie you a member ot a conrrollad group cubjacl lo tha pro¬ 
visions ot section 1561 Yes [3 No R or section 1562t 
Yes 61 ho C 

If • , Yas," choc* typa of relationship: 

(1) part*.t subsidiary [ j 

(2) brother sister JgJ 

(3) .ombmatiOM of (1) an<J (2) Q (saa section 1563) 

O V t a ycu bihif for f«l»r.c Form* 1096 and 1099 or 108/ for th* 

cjl# fl (la' year 19671. • 'ft u*) No C 

H ’Yes.'* where war# they Mad? • 4'•*%'-!** *\ • * “ 


Was there ary teubte^antja’ charge in the mtnrsr o* .1. ft -'.mining 
r}-ia<ititi*a, cos ,# Of aaisiatioi’S btte^an opei.'n^ s* it usi ng 

invan toryf.. vas No Lt 

il * Yes.** *r*;h « 'p‘a*»stion 

CmJ you r«/ d*v *s uur.ne l v» taaal/e yesr %*h*ch yot fi^hrol 
to i " paftM:*/ o' ddhnuy nontar jh »to mi"»«* » >» Vas . j Ms J *. 
tU-. a in •% -'01 a »d 316 ) •• this is a contn. datn#; .ei.#.n, an-,*n*r 
)•«!* fo* pare '! Lsrf.cration ard m lo^ni 'A*f' ia' or*s r » hedi.k ' 
fu» e trn sutKiu.aiy. 

V#mc /:».» j ti.1 sharH.o: iar «ef a^y eontint:eJ k '. i« :orgoo* 
t Ar Yu* [ No r*V f r no cacti©r« 501 &r J 0'*7.) if "td i •• 
• u M lurm »rr r-.i*H • •*> rnrp'irMtmn 


Plaintiff 1 e Exhibit 1 


Schort-ji. I—-l.-IAL DEIJUCTIONS 


l’(st R5 peteenr ot line 1. Schedule C. .. 

(0) CO 22$ I "Cent ot lin* 2. Schedule ... 

(cl 85 oer;$et ot line 1, Schedule .... 

(d! 100 percent of IM* 4. Schedule C . . .. 

2 Iota'—Nut to eiceed 85 percent ot (kne 28. peg* 1. lea* Pie sum ot lines 1 end 5 ot this schedule). The 85-per¬ 

cent limitation decs not apply to a year in whudi a net upereting loss occurs . .. 

3 100 percent ot lin* 8, Schedule C..... 

I Dividends paid on certain preferred stoct: ot publ.c utilities (sea instructions in cose ot net operating toes). . . . 

8 vies fern Hemisphere trade corporations (not et'owohi* In year ot net etwrafing lots). 

► Tote :prc-ai deductions—Add lines 7 through 5 L- tir hero anf o: Ime ’T ib), par# 1. 


Schedule J—TAX COMPUTATION 


♦ wr.i t::-3 'HD 


J 

























To • T 

■?. ^ .v *...v 

_ 


... 

j w* y . r 7 J ? _«■ r 


AS JCTI __<*l a». .||_«__ ir. > _ ’__ _ 

I Cash. j .." *.!..« 

> Trad* notet and account* receivable . • . i.._______ -.—-- 

(a) Lata allowance tor bad debt* .... j * — — -.—... ■ ■ -- 

I Inventory*. ....... 

4 Gov’t obligations (a) U.S and instrumentalities . -“ £a3-~ 

(b) State. auN'iviaions thereof. ate. . . '* - - - • ’ *■ . • •• -T - 

9 Other CL'iant s-sete (attach achadula) . . _- 

6 Loan* to stockholders -- ---- — 

7 Morten* and raal ettat* loans. .... . .... — 

• Othar investments (attach achadula) . . . — < _ — 

• Builr..n(s and other (lied dopraclabl* assets . ...„. ...F LIX • f rL.iJLZ.4fI 

(a) Less accumulated dapraciaticn ... J •' u — 11 n -tL£-T._T..'.... J . . ■ ‘ . • . ' ' .. L •— 

10 Oopie'ebla assets . ..—.. • ——.— 

(a) Lets accumulated depletion. . ...---. 1 — 

II Land (net of an/ amortization). ._...... — 

12 Intanciill* assets (amortizable only)----- ---——- 

(a) lest a< cumulated amortization . .... .... .■ —- 

II Other assets (attach schadular. ’ • • '• • . > —- 

14 Total assets. = 

LIABILITIES ANO CAPITAL 

IB Accounts payable. • —..—-—- 

16 Mtces . notn bond* payable in less than 1 yr. .. .....-™ 

17 Ot Kjr current liabilities (attuth’schedule) . .. V..*.. 1 . .... 

18 leans Irom r tocLholrtets. . — .— —■ 

19 Mtcea . notes, bond* payable m 1 yr. or more. .. ... — 

20 Otter Labilities (attach schedule) .... .-. r- - — 

21 Capital stock: (a) Preferred stock------ ---- 

. .. n <- '.s s a 

(b) Crmmon stock . . . ... . .. ■■■ . . . 

22 raU in r: c.tpiltl cjiplut (attach reccnciliatian). .—-.—.•• 

23 Pc'.amed tas n; .—Appropriated (attach tch) . - -...•- 

J f ITl if 

24 Rata r ed carn-.i;t—Unappropriated ... •• -.* -. 

Zb Lois cc-.t cl treasury stock. * ,■ ■ , , \ ] 

26 To'. ti tali l.t<e* *«n capital . ■ _ - '* • ' 

Set edule M-l—K(CONCILIATION OF INCOME PER BOOKS WITH INCOME PER RETURN 

1 Net income car Loc.s. j Inscma n cor Jed on books tin* year not j 

» rental incMre tea.! ...•? t ,* * ...V mdudnj in th* return (itemize) 


(D T.*.l 


1 Net income vtr Loc-s . 


2 f ircorre ta«.. * 

] Cj»cc3w o 4 c§;»i*.tjl loises over capital gams .... 

4 Ta*tl»!e inro.uc riot recorded on hooka this 
year (iter»uc) ... ... ... . 


5 rec'iMt J on hooka th»a year no* 

d.- \i..tc»< m th*% return (icmne) 

(a) Cr prcf **.©:» . e % ..— • 

(.a) l :tioo ... 3 


(a) T*» c empt intaraat % m \P' c ..f .7 


• Dailuct ona m thi* ta« return not charged 
a j.nit t>Ao> •.i-.orra this yeur Mcmi/e) 

(-1 Delectation % 

(t*> Depletion . . $...-. 


f • >4 ) 1 9 lei el of i*nea 7 and « . . . . — 

T-f. , It* Vink ] t'.,ou«h * • . 10 »n ^rw • (I f PI « 1 »- l» « (• ’ 0 . 1 

"srliedb c" M-2 —ANaTvSIS 0. UN.'P??Oi'TIAl EC fJEtAMEfl EARNIN'!. HER IlOOKS (line 24. 


P*B® 4) 


1 Ba n ce u: t.- nmnR u* yeer . 

2 N«: inccme n>I books. . . . 

3 OII...I ilicitl.es (ilenuza). 


6 Cistrandib’iv (u> C» f .h . . 

(b) Sio. k 

(c) Property . 
6 Otl.ei cfni rotes (iltnnze) 
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Porn) u?h me?) 


Schntjuln I—1A, VKi 


Pdf* 4 
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'«*# 3o nig 


•» r;Tl 


x 

^ _ i_" 




*7.» 9rTf. 


Q***M-HA**t*** • f<Vr-fi v **t*T*M**i *4^ 

^r*rt*A**y. P*/*r**s+ r *»*t 4** j * 

m+***<M X . T * 


i /p&jtn*. 

. /t,9 run 1 
fi ^^■or 

I. *5*4 <«V/, 

i £%oj»*_. 

f 

J. _ 

{ ... rT¥SAy 

. ., \<W<r*L. 

j ^ /W/,T/ 
i ; /./illM 




J^Z*£A-AMM***\.9/j J***k *■ H **r*J*j. j 

pf M*c*<a)** t «4 

4V>«**c* MxfgMii _J. I .J w i . ■ 

c**i**Tffj _ r . J. . 4 , j. j 

£Pu<*rr***L. . *r«*t*± ..' i . ■ . j 


A-r«4**r>M« _ *rv«X -S**4*~t.*2 j ' j 4 
/•%. 4Lw*«.AM!4«* ..... 

Ju*CM**6* ********** /co< ***+*)/• ~ l Ujl1 
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SCHEDULE D 
(Form 1120) 

V T*» 11'» 

Im*#"*' ><«• 


Gains and Losses From Sales or Exchanges 
of Property 


Ikon OF DEPRECIABLE PROPERTY UNDER SECTIONS 1245 AND 1250—Atult Mc;d Mora 
i haadingt appdar. um tha tiral haading foratefion 1245 and Ih* ucond hM«m| (or Mcuon 1250. 


s. *1*4 t vopnri (.« we— py. ettecl ftUte — »t «f 
4nct.$un Otsdt Met ikMA St— m is K4S m 12M Is 

nits el aaet) 


» Datoece— s4 

(t^, «ev. y*4 


Cast * 9 "*t lea t. mi t 

IMt N M t lH I efHPOWMH 

Mt —«w k M«4. ettaiM lift 


I. OffreoetoM alleteS (er 


I Mint'd kin 
(•lMMIlM-l|D|t 4 ) 


WJITJIh-tAU Oil EXCHANGE OF PROPERTY UNDER SECTION 1231 


i tittf fweee'tr (•* tmcnct r. StMk Miti«i»i 

if MKI.plM# Otftalft nt ikftM St—) 


k OltlKtlMIt 

<ne. l tsf,yv.) 


( PlUNlt 

(»•. Ur. tt ) 


4. Cimm fttee ante 


e Dt*fw<»t*<i 

(•( 

•"••It 1 ') I.RCt 

ece«*«>iiift 


4 


//o. 


| UirlM 


5 Tcl.il (If gain, antar on lin« 9; II loti. antar on lina 11 Idanlity at gam or lott from Part II ) 


2 Total ordinary gain. Eniar hata and on lina 11 and Idant.fy at gain front Part I 
1 Tjtai othti coin- Eniar Para and on lina 4 and identify at yarn from Pan I . 
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Plaintiff 'b Exhibit 1 


Name and address /tyV?<4w.£> f*t f*:V //v t 

i'«r i *>*/ 

,VSvO Yo<4, A/ / /to;; 



F0M 3468 Computation of Investment Credit 

TO SC ATTACHED TO TOUR TAX ACT URN 

U.l. IlMWRT hpMM r« UlMli .... IMT O* Mtlvr ,«. taR/IHlMa 

IMMUl km) t.Niae s/ui/ / .... . , - . . J* 

-T-r /_. 1S6T. .owns_V 4 V *, »*• O , If to 


1 Irwtstmcnt in n«w and used proparty including investment in suspension period property 
NOTE: Include your shara of investment in property by a partnership, estate, trust, small business corporation, or lessor. 


(» 

Af»J>C4»i4 



(4) 

(UImmi 2 * c*»a 


PROPERTY 
(Sm instructions far 
dollir limitation) 


2 Total Investment—Add lines 1(a) through (f). 

2 (a) Amount of Investment on line 2 which is attributable to suspension period property , , , , 

(b) Amount of exemption from suspension period property (cost of suspension period property 

in column 2, line 1, which Is selected to be treated as qualified pro perty—not to exceed 
$20,000 less any amount selected In prior year). | ~* 

(c) Enter in column 2 below the amount of investment on Hne 3(b) according to life years: 


. Ol 

Cart m Um 


ID 


4 or mors be! tots (has I 


t er more but leas than t 


twiners 



(d) Total of column 4. 

4 Line 3(a) less line 3(d). 

5 Total qualified Investment—Line 2 less line 4. 

• Tentative investment credit—7% of line 9 (3% for public utility property) 
7 Carryback and carryover of unused credlt(s) (attach computation) . . 


TOTAL—Add lines 6 and 7 



LIMITATION 

• (a) Individuals—Enter amount from line 12, page 1, form 1040 . . 

(b) Estates and trusts—Enter amount from line 29 or 26. page 1, form 1041. 

(e) Corporations—Enter amount from line 7, Tax Computation Schedule, form 1120. 

10 Individuals, estates and trusts: (a) foreign tax credit.L___ 

(b) Retirement income credit. I 

11 Total—Add lines 10(a) and (b). 

12 Line 9 less line 11 . . .. \ 

(Married persons filing separately, affiliated groups, estates and trusts, see instruction 13) 

13 (a) Enter amount on line 12 or $25,000, whichever is lesser. 

(h) If line 12 exceeds $25,000, multiply the excess by the applicable percentage determined In ac¬ 
cordance with instruction 13... 

14 Total—Add lines 13(a) and (b). 

15 Less 7*4 of line 4 (3% for public utility property). 

16 Line 14 less line 15. 


17 Investment credit—Enter amount on line 


So o> 



i7,„rr* 


If any part sf ysur Investment In I abeve i 




SCHEDULE A 

i by a partner ship. estate, trust, small busii 


mass cerporalwa. sr I 


i complete tbs following 
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PLAINTIFF'S EXHIBIT 1A—COPY FROM DEFENDANT SHOWING 

NOTATIONS ON BACK 
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PLAINTIFF'S EXHIBIT 1B~TYPED COPY 


ADJUSTMENTS TO INOOME 
PERFAGGEN HANDWRITTEN NOTE 


H. F. Assoc. - Per Tax Ret. 

, 

$288,494 

Ded. 1) Invest. Inc. 

31,905 

-31,905 

Add 1) State & City Tax 

14,820 

256,589 

2)Salary adj. (Loan at 6/30/68) 

25,700 


3) Pension Prepayment 

58,108 


4)Salaries to 12/31/68 (can be treated as loans) 

Rose 

22,950 


Geo. 

13,162 

134,740 

Bmp. Fund 8erv. - Tax Ret. 

21,597 

391,329 

Ded. Invest. Inc. 

-2,652 


Add: State & City Tex 

2,755 

21,700 

Act. Tab. - Per Tax Ret. 

40,045 


Ded. Invest. Inc. 

-10,756 


Add: State (t City Tax 

29,289 

3,814 


Salaries 

12,000 


Pension 

6,348 

51,451 

Fund S & E Corp. - Per Tax Ret. 

10,416 


Add: Spec. Work in Progress 

3,500 

13,916 

AccountingServices 


478,396 

35,280 

Special Work in Process 


25,000 

Expense items that will not recur 


32,800 


$571,476 


PLAINTIFF'S EXHIBIT 2--C0PY FROM FAGGEN'S FILES 

SELLING MEMO 















Plaintiff*8 Exhibit 2 


i* (ZcS/H/r* 
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Plaintiff'e Exhibit 2 


:MjX . /S.^yxi4^t_ 


/JL ■U'tet/-'. 
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Plaintiff's Exhibit 2 
















































HAlltlt FA&LtH. 
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Plaintiff 8 Exhibit 2 
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PLAINTIFF'S EXHIBIT 2A—INK COPY FROM ROBINSON'S FILES 

SELLING MEMO 














1364 


Plaintiff's Exhibit 2A 


MAMOCO FAOOIN AMOCIATM. IMC. 
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Plaintiff e Exhibit 2A 
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Plaintiff's Exhibit 2A 
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PLAINTIFF'S EXHIBIT 3—THE SELLING'S MEMO FROM 

TITAN'S FILES 


(Confidential) 0 h’ lyUtuli 


Harold Faggen Associates, Inc. was organized in 1956 
to take over the business started by Harold Faggen during 

I 

the latter part of 1946. 

Harold Faggen Associates, Inc. and several related 
organizations function primarily as consulting actuaries to 
multi-employer pension funds, welfare funds, supplemental 
unemployment funds, etc. 

As shown in Exhibit B, attached there are 143 clients, 
most of which have been clients continuously for more than 
ten years. 

The staff consists of 33 persons and is being expended 
as rapidly as competent experienced persons can be found. The 
stability of the staff is demonstrated by the fact that only 
seven employees have been on the staff for five years or less. 
Sixteen employees have been on the staff for ten years or longer. 

The Corporations occupy the ninth floor of a fire proof 
building at 853 Broadway. The floor contains approximately 
6,000 net feet. It is expect that an additional 3,000 square 
feet on the eighth floor will be occupied within the near 
future. The space on the eighth floor is vacant and a lease 
is being negotiated. 
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Plaintiff's Exhibit 3 

Harold Faggen Associates, Inc. owns a number of pieces 

of IBM unit record equipment and leases and IBM 360 Model 20 

« 

Computer. The present system uses cards but two disc drives 
are on order and delivery is expected within the next few weeks. 

Since we are in constant touch with many trade unions, 
we have undertaken the task of programming a completely auto¬ 
mated union office. A very substantial client has already 
been obtained and we expect the fees from this client to be 
sufficient to pay all development costs. 

Since we have both actuarial and computer capacity, 

J we are in the process of programming completely automated 

pension plan calculations for small and medium size employers. 

We expect to provide these services to stock brokers, account- 

• i 

ants and lawyers only. The availability of packaged pension 
plan services at very reasonable prices will enable stock 
brokers to service the pension plans instead of leaving them 
^otc the insurance companies. It will also be possible for the 
thousands of accounting firms throughout the country to service 
their clients with pension fund advice as the Ostheiraer 
Division of Peat, Marwick, Mitchell services their clients. 

The profit potential interest in our operation makes 
it possible for us to achieve any reasonable goal we set, 
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Plaintiff's Exhibit 3 

while, at the same time, absorbing the additional costs 
involved in developing new programs. As shown in Exhibit A 
attached, net profit’before tax has been growing at a compound 
rate of approximately 15 percent a year. 


1371 

Plaintiff's Exhibit 3 

(EXHIBIT A) 


Net Income - Pre-Tax 
Adjusted' to basis which will 
prevail after acquisition 



Fiscal Years Ending 

In: 



1965 

1966 

1967 

1968 

Harold Faggen 

Associates, Inc.(June 30) 

$253,357 

$367,087 

$332,192 

$430,596 

Actuarial Tabulating 

Corp. (March 31) 

59,878 

60,976 

59,201 

65,806 

Employee Fund Services 

Corp. (Sept. 30) 

32,767 

27,891 

25,252 

29,104 

Fund S & E Corp. 

(June 30) 




10,476 

• 

Harold Faggen, 

Personal (Dec. 31) 

34,800 

34,800 

35,240 

35,280 

*s. 

Totals 

$380,802 

$490,754 

$451,885 

$571,262 
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Plaintiff's Exhibit 3 


(Exhibit 

I 

Analysis of 


Pension 
Fun <58 

New In 1968 2 

New in 1967 3 

New in 1966 3 

New in 1965 

New in 1960-1964 19 

Began Prior to 1960 49 

Totals 78 


B) 

• 


Clients 


$ 

Welfare 

Funds 

Other 

Total 


2 

4 

1 

3 

7 

1 

1 

7 

1 

1 

2 

14 

2. 

35 

16 

3 

88 

• v 

53 

12 

143 
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PLAINTIFF'S EXHIBIT 3A—PORTION OF SELLING MEMO FROM 

ROBINSON'S FILES 


(EXHIBIT a) 

A/tiP 

r\* 7 Net Income - Pre-x&x 

I/O / Adjusted’ to basis which will 

2k\ / prevail after acquisition 


V 

Fiscal Years Ending 

In: 


4 

1965 

1966 

1967 

1963 

Harold Faggen 

Associates, Inc.(June 30) $253,357 

i 

$367,087 

$3,32,192 

$430,596 

Actuarial Tabulating 
Corp. (March 31) 

59,878 

60,976 

59,201 

65,806 

Employee Fund Services 
Corp. (Sept. 30) 

32,767 

27,891 

25,252 

29,104 

Fund S & E Corp. 

(June 30) 



• 

10,476 

Harold Faggen, 

Personal (Dec. 31) 

34,800 

34,800 

35,240 

35,280 

Totals 

$380,802 

$490,754 

$451,885 

$571,262 



i 
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PLAINTIFF'S EXHIBIT 3B-*-NOTATIONS BY MC INTYRE ANNEXED 

TO PORTION OF SELLING MEMO 
FROM TITAN'S FILES 







1 

(A 

f 

fi/e 

ty b> 
A*/ *»•*' 

^d£ 

fU*. 

j 

by** 


/o') 0 

/ (o D 

vr' 

/>V 

frTC. 

X<)tf 

"vJ 

/ o O 

? “?0 


//$ 

/? 

// 

/vV 

F S«lC 

/ 3 

. / 

- - 


• 






• 


llteETl 

* r "« st*vic>. 

v . 1 
i 

] 


\ 



Plaintiff's Exhibit 3B 
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Plaintiff's Exhibit ZB 


(EXHIBIT A) 

Net Income - Pre-Tax 

Adjusted’ to basis which will /imuA LuajJ 
prevail after acquisition 


Fiscal Years Ending In: 



1965 

1966 

1967 

1968 

Harold Fs.ggen 

Associates, Inc.(June 30) 

.$253,357 

$367,087 

$332,192 

$430,596 

Actuarial Tabulating 

Corp. (March 31) 

59,878 

60,976 

59,201 

65,806 

Employee Fund Services 

Corp. (Sept. 30) 

32,767 

27,891 

25,252 

29,104 

Fund S & E Corp. 

(June 30) 




10,476 

Harold Faggen, 

Personal (Dec. 31) 

34,800 

34,800 

35,240 

35,280 

Totals 

$380,802 

$490,754 

$451,885 

$571,262 



<■'5 * 

' l L 

• U 





( 
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Plaintiff’e Exhibit 5 


A* 

XT <■> - . £* £*« 000 ^y. 

-4 &-> ff~~ *Po-!<>,• &• ft* y*. 

X-A. £+) ^•* ^ ^ >**« 

1xhz>a **~yt m t- A/m) — 

<*1 t**«-« —« 




/•- 





C^o-ui C 


t*4 






/ufccr-fc 


t 7 ztpL'f4£%:. 


r.»X?'*~*-< 


#<1 




;y 


- f A *"/■— - 



i* 


»* MK4 

t* % f++yJ& T**Xt . 

^A-s- 3mA^ /6 

\ -r 
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PLAINTIFF'S EXHIBIT 6—MEMORANDUM FROM FRANK 

TO KAUFMAN 
MEMORANDUM 

^ October 7, 1968 

TO: Edmund Kaufman 
FROM: Anthony M. Frank 

(1) Sam Bergman hurt his shoulder at the Airport today and may not be 
able to attend Titan's Board meeting on Wednesday. 

^ (2) Ben spoke with Faggen. Faggen Is agreeable If: 

(a) We make available 25,000 shares for stock options to his 

eight to ten key employees. 

(b) He would like $750,000 of his debentures convertible at 15, 

rather than 20. My calculations indicate this would increase 
the number of shares by 12,500 over the 275,000 we have 
been discussing. 

I told Ben that I would go along with these two requests. We will 
try to obtain a letter from Harold to present to the Board meeting on 
Wednesday. 

(3) I am enclosing a copy of a letter from Gene Colman Just received. 

This letter raises a number of questions: 

(a) What is the tax effect of Titan substituting for Colman as 

guarantor of bank loans? 

(b) I had figured that the shares we were paying for his inventory 

would also serve as compensation for "a value for the 
operating company." 

(c) The $14 down-side protection matter. 

It is my personal opinion that these matters can be resolved, but certainly 
not in time to present to the Board this Wednesday (particularly when we 
have ”et to arrive at an evaluation of the land holdings now held by Vermont 
Lumbar Company). 

I am off for Denver, and expect to speak to you tomorrow from New York. 

AMF:Jg 

enc. 
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PLAINTIFF'S EXHIBIT 7—DRAFT OF PUBLICITY RELEASE 


INTERIM IV'TORT 


NINE MONTHS ENDED SEPTEMBER 30, I960 


To Our Shareholders: 



We are pleased to present for your Information the consolidate 


summary of operations (unaudited) for the three- and nine-month periods 
ended September 30, 1968, with comparative figures for the previous 

year. '! • . ; , , : 

•i-- • 

After careful analysis your Board of Directors determined ' \ . 

» , , •••■.*#• p 

• • ’ « ‘ ' .« • * . . • 

that the profitable sale of our shopping center division at this time would 

, . . .. .... . 

, . • • • • •• *. . 

accomplish two important goals: first, it v/ould provide the corporation '• 

. . • \ • 

with substantial cash reserves for future investments; and secondly, 

t 

it would eliminate the need for considerable 9§sh investments in order 
to upgrade these older properties to current shopping center standards. 
Title to these centers was conveyed to the buyer on October 15, 19b8 
for a total consideration of approximately $4,500,000 above existing •* 
mortgages. .• : 


Our shareholders were advised recently that preliminary 
agreement has been reached for the acquisition of an affiliated group 
of actuarial and computer companies. While not yet final, this 
agreement calls for the issuance of $5,500,000 of 4% convertible 
debentures, $4,750,000 of which may be converted at $20 per share 
and $750,000 at $15 per share at the option of tho holder 
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Plaintiff’s Exhibit 7 


fi'L 


, <• w /* 

«r **•' 1 ^ 


O 

■ »• 

1 

V'i.J.v ',* c/ "• 

- » . 


O , f /•» *■ '— - * /^? 

/; 


. , ,, _ _ 

■• —- ?'*■' . 


i 


—. V | • »• i. , 

J 


^-WU. t «v >W vilJLi; ttf, 3 r^ntij^r. shar*~to.^Mr . 

^OsU>H<4H>ij^harcsr'a!».:l X future prospects for these privately-held . • 

companies arc most encouraging. This’acquisition, upon completion, 

will considerably strengthen our ability to provide financial'services .. 

• • 0 

to business which, along with diversified reel estate activities, 

constitutes our concept of the direction which the company will 

• * / . 

take in the years ahead. 


r -.v. 
. • ** ,k 


Benjamin M. Robinson 
Chairman of the Board 


■i • . 
i # 

** » 

i 




- Anthony M, Frank 
President 


. i 




'•••I -V::-’- 

‘ » 4 

. t« l »l. ■ • • 

• .. * -l „ 

. i - !T 


I. . 


• (Date) 


•• . v 

i * 
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PLAINTIFF'S EXHIBIT 9—SCHEDULE OF SECURITIES ACQUIRED 


Schedule of Marketable Securities Transferred 
t® Titan Croup, Inc. from Facp.cn Corporations 
by Dividend or Through Liquidation 
* On February 12, 1969 


Bonds ; . . 

Allied Stores - 4.5% 9/15/92 
■ So. Calif. Edison • 3 1/87. 8/15/80 
Wilson & Co., Inc. - 6^7. 9/15/88 


Stocks ; * - ’ ' • 

Allis Chalmers 
American Tel. & Tel. 

Argonaut Ins. Co. 

Ashland Oil & Ref. 

Baltimore Cas & Electric Coo 

" " " Cv. Cum Pfd 

Burroughs Adding Mach. Corp. 

Diamond Int'l. Corp. .;•* 

, Financial Ccn. Corp. 

Financial Se -ity Corp. 

First Charter Financial Corp. • 

Ford Motor Co. 

'Can. Acceptance Corp. 6.50 Cum. Pfd. 
Can-. Motors * • 

• Can. Tel. & Elec. •*'*" 

Honeywell Inc. . . 

Household Fin. 

Inland Steel 

• Investors Fund Corp. of N. Y.• 

• Eaty Ind. 

Lehman Corp. • 

McLean Trucking 
Midwestern Financial Corp.. 

Minn. Mining & Mfg. Co. 

Rational Stcql Corp. 

Pacific Northwest Bell ■ 

Penn Central 


Guaranty Co. 
of N. J. 


Perinl Corp. 

•B.C.A. 

Security Title & 

Southern' Railway 
Standard Oil Co. 

• Sterling Drugs 
Trl-Cont. Corp. 

Union Oil of Calif. 

V. S. Steel 

United Utilities * 

Beneficial Fin. Co. - Comm. 

_ " " " m $4.30 Cum. Cv. Pfd. 


Total 


Mo. of Shares 
or Face Value 

Value on 

TCI 's Books* 

.Cost to 

Fnrr.cn C 

$'10,000.00. ' 

$ 10,825.00 

10,000. 

7 50,000.00 

42,500.00 

51,375. 

-. 50,000.00 

• • • i38,573.61 

* 38,375. 

. • 

C ’. * * 

\ 


• 

333 

9,990.00 

9,988. 

. 400 

' 21,150.00 

- 26,932. 

'1,000 

34,500.00 

17,568. 

322 

14,932.75 

5,312. 

• 1,041 

34,353.00 

. 35,977. 

21 

2,362.50 

2,101. 

*. 123 

28,059.37 

• 3,808. 

• • 200 

• 9.C25.00 . 

7,274. 

•; • 6<,6 

11,142.41 

• 3,008. 

*. 646 

. 8,237.59 ' 

2.224. 

.640 

24,102.05 

14,713. 

• ,100 

5,700.00 

5,050. 

200 

16,000.00 

18,696. 

300 

24,900.00 

23,046. 

200 

8,225l00 

5,364. 

100 

12,750.00 

7,332. 

440 

19,910.00 

8,988. 

900 

32,850.00 

.35,308 

•596 

10,661.54 

6,106 

1,000 

21,875.00 

25,289 

2,897.135 

71,239.89 

46,420 

' 900 

47,587.50 

31,815 

10,000 

100,000.00 

36,000 

. 100 

10,325.00 

7,690 

• 200 

‘ 9,375.00 

8,480 

:.1.148 

• i. 20,664.00 

• 27,256 

600 

'' 41,775.00 

27,851 

-.3,000 

. -• • 27,000.00 

19,639 

200 

9,925.00 

9,459 

1,000 

7,250.00 

9,049 

400 

23,650.00 

.18,947 

400 

31,100.00 

28,092 

. 450 

16,050.00 

15,920 

. 2,424.738 

80,5?4.50 

66,146 

400 

35,100.00 

25,481 

' 300 

12,900.00 • 

11,400 

924 

23,793.00 

11,857 

76 

3,743.00 

2,857 

57 

4.503.00 

3.791 

• 

$ 1.019.179.71 

771.99( 


•Represents market value on September 30, 1968 effective acquisition date 

^ Xiiw. 


of Feggcn Corporations by Titan Croup, 


The above schedule docs 


4 mm 1 nH 4* A eh s rma A $ 1 *4 Pen m esmals Poe 


/amef OA 7 AN 
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PLAINTIFF'S EXHIBIT 10 FOR IDENTIFICATION 

HAROLD FAGGEN ASSOCIATES, INC. AND COMPANIES 

Net Income - Pre-Tax 
* Adjusted to Basis Which Prevailed 

After Acquisition 


Fiscal Years Ending During 


Cash basis income statements: 

Harold Faggen Associates, Inc. 

1965 

e ' 

1966 

-T-_2_ 

1967 

(June 30) Exhibit E-1 

Actuarial Tabulating Corp. 

$105,033 

$170,396 

$109,215 

(March 31) Exhibit E-2 

Employee Fund Services Corp. 

27,741 

28,160 

27,591 

(September 30) Exhibit E-3 

Fund S & E Corp. 

(June 30) Exhibit E-4 

22,675 

17,526 

16,879 

Total net Income 

155,449 

216,082 

153,685 

Accrual adjustments to convert from 
cash to accrual method: 



1 

Fees and retainers 

( 32,053) 

( 39,871) 

20,655 

Vacation pay 

( 1,000) 

( 2,000) 

( 3,000) 

Net ineeme after taxes 

( 33,053) 

( 41,871) 

17,655 

^ accrual basis 

122,396 

174,211 

171,340 

Faggen's proposed pro forma adjustments: 
Add bach federal, state, and city 

•• 



taxes 

128,491 

155,210 

132,637 

Accounting services income 

34,800 

34,800 

35^240 

Deduct investment income 

Reduction in Harold Foggen's 

( 36,377) 

( 78,582) 

( 30j522) 

salary ($50,000 limit) 

12,000 

17,700 

27,700 


138,914 

129/128 

165,055 

Total adjusted net income - pre-tax 


• 

• 

per Titon audit 

Total represented net income - pre-tax 

261,310 

303,339 

336,395 

per Faggen 

380,802 

490,754 ‘ 

451,885 

Overstatement 

$119,492 

$187,415 

$115,490 


1968 

$161,324 

28,918 

19,101 

7,412 

217,255 

( 1/523) 

( 4,000 ) 

( 5,523 ) 

211,732 

170,786 
35,280 
( 51,777) 

37,700 

191,989 

403,721 

571,2 62 

$167,541 
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Plaintiff's Exhibit 10 


HAROLD FAGGEN ASSOCIATES, INC. 


Revenues: 

Fees and retainers 
Dividends received 
Interest income 
Ga.n or (loss) on sale of: 
Equipment 
Investments 


Total revenues 

. 723,247 

833,587 

861,570 

953,777 

Costs and expenses: 


• 


• 

Salaries 

319,841 

356,254 

419,843 

427,861 

Pension fund contributions 

15,832 

27,703 

64,197 

58,108 

Employee benefits and union 

39,665 

1,908 

22,369 

2,673 

Payroll taxes 

6,589 

9,744 

11,198 

10,495 

Rent and maintenance 

27,978 

26,432 

27,193 

27,651 

Office machines-rentals 

21,452 

13,208 

8,620 

21,155 

Office supplies 

10,952 

12,071 

18,925 

26,405 

Travel and entertainment 

25,075 

31,584 

25,850 

29,511 

Insurance 

4,419 

5,856 

6,079 

5,758 

Depreciation 

5,627 

10,614 

9,937 

6,872 

Promotion 

5,626 

4,100 

3,206 

4,4P0 

Telephone and telegraph 

5,745 

6,147 

5,771 

5,994 

Professional fees 

9,900 . 

9,900 

3,850 

4,950 

State and local corporate taxes 

26,055 

14,114 

31,284 

14,820 

Other taxes 

1,152 

2,215 

1,042 

1,384 

Miscellaneous 

TO,107 

11,955 

13,823 

15,355 

^ Total costs and expenses 

536,015 

543,805 

673,187 

663,472 

Profit before federal income taxes 

187,232 

289,782 

188,383 

290,305 

Federal income taxes 

82,199 

119,386 

79,168 

128,481 

Net Income 

$105,033 

$170,396 

$109,215 

$161,824 


Cash Basis Income Statements 
Years Ended June 30 


1965 

1966 

1967 

1968 

$705,260 

.''" 1778,064 

$842,490 

$918,820 

7,480" 

9,730 

11,120 

12,639 

5,382 

4,076 

7,960 

7,599 

( 401) 



( 645 

5,726 

»41,717 


15,364 
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ACTUARIAL TABULATING CORPORATION 

Cash Basis Income Statements 
Years Ended March 31 



1965 

1966 

1967 

1968 

Revenues: 





Fees and retainers 

$ 71,492 

$ 64,755 

$ 74,030 

$ 80,090 

Dividends received 

3,067 

3,143 

4,019 

4,941 

Interest income 

1,233 

2,240 

1,189 

1,125 

Gain (toss) on sale of investments 

6,596 

12,179 

2,606 

4,690 

Total revenues 

82,388 

82,317 

81,844 

90,846 

Costs and expenses: 





Salaries 

27,048 

27,747 

29,222 

37,026 

Pension fund contributions 

5,473 

5,473 

5,473 

6,348 

Employee benefits and union 

1,190 

1,337 

1,589 

1,861 

Payroll taxes 

• 694 

951 

1,044 

896 

Rent and maintenance 

2,400 




Office supplies 



26 

143 

Insurance 

99 

594 

110 

158 

Professional fees 

3,000 

2,700 

2,950 

450 

State and local corporate taxes 

3,761 

5,829' 

2,190 

3,814 

Other taxes 

2 

2 

2 

2 

Miscellaneous 

128 

99 

100 

103 

Total costs and expenses 

43,795 

44,732 

42,706 

50,801 

Profit before federal income taxes 

38,593 

37,585 

39,138 

40,045 

Federal.income taxes 

10,852 

9,425 

11,547 

11,127 

Net income 

$ 27,741 

$ 28,160 

S 27,591 

$ 28,918 





EXHIBIT E-2 
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EMPLOYEE FUND SERVICES CORPORATION 

Cash Basis Income Statements 
Yeors Ended September 30 


• 

1965 

1966 

1967 

1968 

• 

" 


— ' 


Revenues: 

Fees and retainers 

$ 26,000 

S 22,507 

S 22,656/ 

S 24,123 

Dividend^ received 

1,352 

• 1,268 

1,474 

2,800 

Interest income 

1,189 

725 

2,017 

750 

Gain (loss) on sale of investments 

4,352 

3,504 

136 

1,810 

Total revenues 

32,893 

28,004 

26,283 

29,483 

Costs and expenses: 

Professional fees 

900 

900 

900 

900 

State and local corporate taxes 

857 

2,966 

2,755 

2,621 

Other taxes 

86 

95 

2 

. 2 

Miscellaneous 

40 

17 

55 


Total costs and expenses 

1,883 

3,978 

3,712 

3,523 

Profit before federal income taxes 

31,010 

24,026 

22,571 

25,960 

Federal income taxes 

• 8,335 

6,500 

5,692 

6,859 

Net income 

$ 22,675 

$ 17,526 

$ 16,879 

S 19,101 




EXHIBIT E-3 
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llaVWNNS! 

Fm ond retainer* 
Dividend* received 

Total revenue* 

♦ Profettlonal fee* expense 


FUND S & E CORPORATION 

e 

Cash Both Income Statement* 
Year* Ended June 30, 1968 

««*”■ • 

1965 1966 


NONE 


Profit before federal income taxe* 
Federal income taxe* * 

Net Income 


1967 


I 



1968 

$ 10,499 
_60 

10,559 

_83 

10,476 

3,064 

S 7,412 


EXHIBIT E-4 
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PLAINTIFF'S EXHIBIT 11--INC0ME FROM 1965 THROUGH 1972 




HAROLD FAGCEN ASSOCIATES. INC. 




AND AFFILIATED 

COMPANIES 


YEAR 

REPRESENTED 

NET INCOME 

• 

ACTUAL INCOME 
(APPROXIMATE) 

OVERSTATEMENT 

(APPROXIMATE) 

PERCENTAGE 

OVERSTATEMENT 

1965 

$380,802 

$ 261,000 

$ 121,000 

46% 

1966 

490,754 

303,000 

187,000 

62% 

1967 

451,885 

336,000 

116,000 

35% 

1968 

571,262 

404,000 

167,000 

41% 


(Above 

schedule Included 

in Hatcher affidavit) 


1969 

656,951* 

260,000 

396,951 

153% 

1970 

755,494* 

192,000 

563,494 

293% 

1971 

868,818* 

136,000 

732,818 

539% 

1972 

999,141* 

(125,000) 

1,124,141 

m 


* At represented 15% growth rate 
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PLAINTIFF'S EXHIBIT 12 


Harold Faggen Associates, Inc. 5 Affiliated Companies 

Summary of 

Cash and Securities Transferred to and.from Titan 


--—-- <■ --— -- 1 «•>' » 

Cash 


933,072 

Securities: 



Corporate securities--at market 

TGI--8,000 shares 0 market of 14% 

Less: writedown of 501 as "investment stock" 

114,000 

57.000 

1,019,180 

57.000 

Total cash and securities transferred to TGI 


2,009,252 

Payments by TGI to the Faggens or for their account 

• 

• 


Salary: 



Harold Faggen 

Rose Dogan 

213,250 

240,692 


Interest 

Expense Paid (Per Schedule) 

Medical Payments 

Auto Expense 

660,000 

11,968 

21,949 

16,400 

1,164.259 


Net cash and securities received by TGI 


$ 844.993 



PLAINTIFF'S EXHIBIT 13 













PLAINTIFF'S EXHIBIT 15 


Harold Faggen Associates, Inc. 
Schedule of Compensation 
Paid (Taken From Pension Records 
Maintained by Rose Dogan and 
Supervised by Trustee - Harold Faggen] 


Harold Faggen 


Rose Dogan 


a 


1972 

$53,476.65 

v 

J $71,412.50 

(1) 

1971 

45,833.37 ' ^ 

55,000.00 

k * 


1970 

50,000.04 

\ 55,000.00 


1969 

50,000.03 

50,000.00 


1968 

69,699.98 (3) (+10,000) 

^ 46,399.99 


1967 

75,700.00 (3) (+12,000) 

45,900.00 

(+3,600) 

1966 

67,700.00 f3) (+10,000) 

41,900.00 


1965 

52,500.00 (3) (+10,000) 

31,700.00 



^Includes $3,412.50 accrued vacation pay, and $5,000.00 
applicable to 1971. Rate for 1972 was $63,000.00. 

^Includes payment of 15 months salary. 

(3)Amount paid by Actuarial Tabulating not included in 
Pension Fund Compensation. 

\ 
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PLAINTIFF'S EXHIBIT 16—PENSION ESTIMATES FOR ONE 

RETIREMENT PLAN 


HAROLD FAOOEN ASSOCIATES, INC. 


August 7 , 1972 


••3 3*040 

NIW YORK, N V. 

477-310# 

BT HAW? 


Mr. William Sosa 
Corporate Audit Manager 
Titan Oro\qp, Inc. 

222 Ixaeutlve Park 
Jxmisville, Kentucky 140207 

Dear Mr. Sosa: 

As you requested, we have reviewed the contribution to the Harold 
Paggen Associates Employees Retirement Plan for the year 1968. 

The contribution, as calculated based on the actuarial aasiaq>tlanb 
and nethods used, is correct as stated - $ 58 , 108 . If the actuarial 
method and the interest assumption were changed, the reasonable 
cost Which can be expected to occur on an annual basis would range 
from $ 15,000 to $ 30,000 per year based on the census in effect as 
of December 31, 1960 . 

To determine more precisely what a reasonable annual cost was at 
that time, involves reconstructing the census and performing the 
calculation, and this could not be done in under two weeks. 

If you wish further information in this matter, please let me know. 

Sincerely, 


Basil Castrovinci 
President 


BC:Jr 


10003 


opnu 153 , APL-CIO 
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PLAINTIFF'S EXHIBIT 

17 \ 

I 

1 

I 

i 

RETIREMENT FUN j 

TOBBM RECORD 


Ran* Rose Dbean 

Soclrl Security No. 078-18-0965 

IlMrtflff 7 Linden Blvd. Bklyn., N.Y. 



Date of Birth Jan. 23. 192 

























PLAINTIFF'S EXHIBIT 18 

HAROID FAOOHI ASSOCIATES HfflwTEES 1 RETIREMENT PLAN 


RECORD 


Harold Faggen 


Social Security Bo. 227-10-8133 


Addraa a li2 B 

tet* Of Mr th 2S. 1918 _ S«X__H_ TaMt<*i - 

OcU «f » T ■ <n r-fcn-*» at £at»bU»hi»nt Orta at Jtri - 1 » 1957 

Data of /-><> -73 Reason for Termination . — 

Estimated Total 

Attained Calendar . . Retirement . Yearly Contribution 

Age Tear ' Compensation Benefit Contrlbatlon Fine Interest 


itwood Lane 
Miv 25, 1912 


Valley Strean, N.Y. 


Sex_M 


Date of 


Date of Establishment 
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PLAINTIFF'S EXHIBIT 19—SCHEDULE OF LOST CLIENTS 
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PLAINTIFF'S EXHIBIT 23—LETTER TO FAGGEN FROM TITAN 


TITAN GROUP. INC. 


ROBERT JAMES FRANKEl 

CHAIRMAN Of THE BO»«0 
CHIC* E * tCUTlVE OFFICE P 


December 15, 1971 


Harold Faggen Associates 

853 Broadway 

New York, New York 

Attention: Mr. Harold Faggen 


Re: Data Proceacing Operation 
Our File RJF 0185-55M 


Dear Harold: 

The concern of Titan with the continuing losses of your data process¬ 
ing operation was reflected by the Executive Committee's recommendation 
to the Special Meeting of the Board of Directors held on December 9, 

1971, that such operation be immediately "phased out" or discontinued 
by assigning its current contracts to another data processing company. 

You responded vehemently that the discontinuance of the data processing 
operation would result in looses to your actuarial operation and would 
Impose additional losses for continued computer and space rental under 
lease agreements entered into for the data processing business. You also 
expressed concern over the creating or giving credence to any rumor that 
you were discontinuing all business. 

You described the additional capacity of the computer equipment recently 
Installed and the potential for sale of time and payroll work. 

Despite the urgency of the problem created by your continuing losses, we 
agreed not to order immediate cessation of business provided we would 
receive a report from you setting forth your projections; 

1) For the data processing operation, if it were to 
continue in business under previously directed 
limitations on capital investment and nev clients; 

2) For the actuarial business for the year 1972; 

3) Your estimate of additional revenues by rale of time 
and payroll services; 


1325 INWOOD TERRACE, FORT LEE. NEW JERSEY 07024 (20»j 043-7188 
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Harold Faggen Associates 

Attn: Mr. Harold Faggen - 2 - December 15, 1971 


4) As to the effect of discontinuance of data 
processing, both as to the losses estimated to 

be incurred J.v such discontinuance and any collateral 
effect upon >.«. actuarial operation; and 

5) A description of any difficulties or problems you 
anticipate. 

We will require also an evaluation of a "phasing out" as contrasted to 
the sale and assignment of existing contracts. 

You indicated that your commitments for the balance of this year and 
your anticipated surgery in January prevents you from specifying a date 
for delivery of your report. Frankly, if we are not convinced by your 
report that the recommendation of the Executive Committee should not be 
carried out, there will be no alternative but to require termination of 
the data processing operation effective forthwith. 


I urge you to act expeditiously and to complete and deliver the report 
before you enter the hospital. Any extended delay may result in the 
conclusion that continuing losses can not be tolerated. 


Sincerely, 

TITAN GROUP. INC. 


I Lsj 

A<4 L 






By :/ Robert; James Frankel 


Chairman of the Board and 
Chief Executive Officer 

RJF:elb 


cc: Daniel G. Hatcher 
George F. Duthie 
Ronald Koscnfeld 
Alvin M. Kcndis 


HAND DELIVERED 
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PLAINTIFF'S EXHIBIT 24—LETTER FROM HAROLD FAGGEN 

ANSWERING TITAN 

HAROLD FAGGEN ASSOCIATk.il. INC. 


NIW YORK. N. V. IOOOJ 
4)MIH 

COIfEIDEHTIAL 


February 2, 1972 


Mr. Robert James Fr&nkel 
Chairman of the Board and 
, Chief Executive Officer 
Titan Group Inc. 

1325 Inwood Terrace 
Fort Lee, New Jersey 07024 
% • 

Dear Bob: 

Reference is made to your letter of December 15, 1971, a copy of which is * 

enclosed for your convenience. 

Before addressing myself to the five questions listed In your letter, I t hink 
it is important for you and for the others who were present at the meeting on 
December 9, 1971 to have a better understanding of the financial operation of 
an^actuarial consulting organization and its need for data processing capabil- 

An actuarial consulting organization such as ours usually has a growing list 
of_clicnt .funis., each one of which is in a'state" of expansion! UsualiyTVnen 
we are retained by a pension fund, that fund has very little money; sometimes 
there is only a shell with absolutely no money. From the outset, however, we 
know that there will be contributions to the fund; we know that money will ac¬ 
cumulate; we know that che rate of contributions will be increased; we know 
that investment earnings will eventually be quite substantial; we know that 
the expenses of administration (including actuarial fees) will ultimately be¬ 
come insignificant in relation to annual income and/or to th- principal of the * 
fund. In the usual cas*' the trustees who are entrusted with setting up a new 
fund are in no positio- pay thousands of dollars in legal and actuarial ex¬ 
penses .during the first because these expenses may very well amount to a 
major portion of the money contributed to the trust during that year. In these 
circumstances, the attorney who seeks to be retained will generally quote an 
insignificant fee despite the fact that he may do more work in the first year 
than in the next 10 years put together; the CPA will sometimes agree to do the 
first year audit for a fraction of his cost; the actuarial consultant often 
undertakes to do the initial study at no charge and agrees to begin submitting 
bills for services only after the fund becomes operative, sometimes as much as 
a year later. 

Our experience has been that we usually have had to spend more sx>ney to service 
a new client during the ’first year than we have had to spend during the next 
four or five years combined, despite the fact that our fee during that first 
year may have been at a very low rate. We always consider ourselves as being 
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HAROLD FAOOEN ASSOCIATES. INC. 

Mr. Robert Janes Frankol 

Chairman of the Board and • 

Chief Executive Officer 

Titan Croup Inc. February 2, 1972 


- 2 - 

fortunate if ve can hold our costs during the first year down to 200 percent 
of the fee. At tines, if a particular fund appeared to have a very attractive 
potential, ve have agreed not to charge anything for the first year in order 
to help the fund get started. 

An actuarial consulting organization that is acquiring new clients and growing 
very rapidly cannot possibly show any profit. All its profits are tied up in 
future potential fees. If there were no income tax lavs, a large part of the 
Initial cost of acquiring a client would be deferred which would increase the 
profits shown and perhaps present a more accurate picture. In order to reduce 
income taxes, however, actuarial consulting organizations expense the original 
cost and build good will. When the organization has matured, it can become 
■ore selective in talcing new clients and grow only as the result of its clients' 
growth. In that event, net profits increase by leaps and bounds. 

As_ an_actuarlal_con3ultlng_prganlzatlou^grova, it .must acquirejlata procesjing 
capabilities in order to be able to deliver the results,of calculations within 
a reasonable .time, Prior to the advent of computers, an actuary working with 
“couple of mathematical clerks could determine pension costs for a group of 
5,000 employees in two or three months. If the client then wanted to know the 
cost of a variation, they could probably do the calculations in an additional 
two weeks. Today, we can put the data for 5,000 employees on magnetic tape in 
one day and deliver final cost figures for almost every possible variation the 
,next day. Today, every successful consulting actuarial organization has similar 
data processing capabilities. 

Since optimum employment of data processing in connection with actuarial work 
requires a relatively high degree of sophistication both on the port of the per¬ 
sonnel and the equipment, almost every consulting actuarial organization which . 
is .large_enough__to have it s ynTgata processing equipment has expanded into" - sonrn" 
service^bureau activity.. In ma ny cases_the serv ice b ureau activities overs hadow 
the - "actuarial, operations in_yplurw_because_there~is_CQ_isuch.core,business .avail¬ 
able in that ficld,_albcit atLa.imch lower_j>rof it. margin. In acquiring data pro¬ 
cessing business, the experience of the actuarial consultant in underwriting 
losses on new business stands him in good stead because every data processing or¬ 
ganization very often has to underwrite programming costs in order to acquire new 
business. However,, repeat data processing business .is even more automatic than, 
repeat actuarial .business so that any. data processing organization which estab¬ 
lishes a large base must make money.^ It is not possible, however, for a data" 
processing' organization to acquire a large volume of business unless it is will¬ 
ing to invest In programs. 

You know from your own experience in Sovereign Construction Company that a data 
processing organization must invest in programs. When you wanted to have us do 
the data processing work for Sovereign Construction Company, you directed your 
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Mr. Robert Janes Frankel % 

Chairman of the Board and 
Chief Executive Officer 

Titan Croup Inc. February 2, 1972 
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service bureau to deliver the programs to you and they refused unless you 
were to pay them $28,000. We were willing to reprogram for much less but 
you were unwilling to pay anything for programs and we were prohibited by 
the Board of Directors of Titan from investing in programs. The result was 
that you found anotner data processing organization which was willing to 
take on the work and to absorb the cost of the programs. 

Ve come now to the five questions contained in your letter: 

1. What is ny projection for the data processing operation, 
if it were to continue in business under previously di¬ 
rected limitations on capital investment and new clients? 

By now you know some of the consequences of continuing in 
business under the previously directed limitations. One 
consequence has been that we did not get the Sovereign Con¬ 
struction Company data processing business. Another has 
been that ve did not get the data processing business of 
your partner, Jerry Belson. If we could not get this busi¬ 
ness, I am sure you will agree that we are not likely to 
, get very such new business under the previously directed 

limitations on capital investment and new clients, 
v 

Operating under these limitations, I nevertheless believa 
tha t vc ca n sell, sufficient computer tire and payr oll efry . 
ices~to~reduce the data processing dcficit.by 50 p e rcent 
during 1972 ond'elininate it altogether during 1973 . 


2. What are ry projections for the actuarial business for the 
year 1972? 

As I have already explained, it is not possible to acquire 
new actuarial business without temporarily depressing net 
profits. In order to acquire new actuarial business, with¬ 
out burdening the profits of this Division with the cost of 
acquisition efforts, the prior Titan management set up 
Titan Employee Benefit Consultants with an initial budget 
of nearly $100,000 a year. While Daniel Kalish, who created 
TEBC, projected a bright profit picture, the prior Titan 
management knew that it would take longer to reach the goals 
which he projected. They, nevertheless, decided to under¬ 
write the cost. When you become Chairman of the Board, one 
of your first acts was to terminate TEBC. 


■<TV- mi 


7 
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b 

Wifi** 

I 


"1 L a - 


I bold no brief for the capabilities of the prior Titan 
management nor an I at all critical of the decision to 
terminate the operation of TEBC in order to conserve the 
cash vhich Titan needed. Ify only reason for referring to 
1EBC is to enable ne to answer this question fully and 
completely. Ihere_has been no aggressi ve s ales effojjt, 
ln_connectioa.with.our, actuariai.business_for veil over- 
three_yeexs. Such grwrth os has"taken place has been 
the result of the operation of the forces described in 
the early part of this letter. There can be no doubt 
t hat w e can acquire new actuarial business becausd~We 
fire confident that an 'ever_lncreasin n p roportion~of3ha 
gross national product will_go_into. pension_funds. Present 
tax~laws~are' conducive' to’ the proliferation and‘growth of 
pension funds; changes in the lavs proposed by both the 
Republican! and the Democrats, some of which will become 
law, will not only increase the rate of proliferation and 
growth of pension funds but will also increase their need 
for the services of actuarial consultants. If we do not 
institute a sales program, I am confident that ve shall 
get some of the new business as I indicated earlier, how¬ 
ever, if v-c w ere to.crJaor k_jon,a_courae of. acquiring 
$50,000 a year in new business - business which ve would 
not otherwise acquire - net profit during the first year 
cbUlfbe "depressed by up to .$50,000.and_during the~ second" 
/*•*■» J«t~prof it .could be.depressecLby^up to $25^6bo,. 
During_tbe,third year,.howcver^jiet.profit,shouldjreturn 
t°,the level at which_it. v?ould_have_bcen_in_the.. absence 
of .the_sales .program end thereafter"net_profit should con- 
tinue to increase, even if the,sales effo rt lscon tinued7~ 

As to a projection for the existing actuarial business for 
the year 1972, nauh depends on the continuation of price 
and wage controls. The union trustees, comprising 50 per¬ 
cent of each board, have been hard hit by wage controls 
and have become the Government's best price controllers. 

We co uld g et increases in fees amounting to two or three 
perce nt f rom almost jail ofj'cur, clients. but. ve are reluc- 
tont to ask for such smollT increases because.vc.believe 
that^the_controls will be relaxed and veshall be able to 

Cet’ raxch more meaningful'increases in most,situations^- 

Meanwhile, we have been forced to grant salary,increases 
amounting to slightly more than five percent. Under all 
p the~clrcuastancec','it is my opinion that our net profit 
I m existing ^actuarial business will be "just aboutlthe 
I seme' ajj it"was in 1971 -. approximately.^310,000. (Ue anti- 
t cipate thafour total results in 1971 will be a pre-tax 

L nct of about $135»000 - the I0S3 on data processing being 
about $175, OCX).) . . . . .* 
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3. My estimate of additional revenues by sale of time and 
payroll services has already been touched upon in con¬ 
nection with 1(0. 1. above. I do not believe I can add 
to this, until we have bad more time to explore the 
market. 

4. What are ry projections as to the effect of discontin¬ 
uance of data processing, both as to the losses esti¬ 
mated to be incurred in such discontinuance and any 
collateral effect upon the actuarial operation? 

^t^is_ny belief and there is a consensus of opinion 
that. the"los3~orf our’data'processing operations during 
1972_will be approxiratcly ^$90,000 and that theJLoss 
wlll_disappear during 1973.. Of course, if ve were to 
have very moderate success in selling time and payroll 
services, and, if we were to obtain the Sovereign Con¬ 
struction Company work and the work controlled by Jerry 
Belson, there is a possibility that we will earn a profit 
on data processing during 1973. 

Assuming the worst picture, however, that the data proc¬ 
essing operation will incur a loss of approximately 
$100,000 during 1972 end that it will incur a loss of 
$50,000 during 1973. how does this compare with the al¬ 
ternatives available to us? 

Other than continuing the data processing operations as 
outlined above, there are only tvo_altcrnitives_avail$bl* 
$o„us - r_ve can either phase.out.the.data-processing-oper- 
ation or we can.attetgt,to sell_it_to_a purchaser w ho wi ll 
undertake'our existing contracts. Assuming that we could 
accomplish either of these alternatives, without affecting 
the relationship of our actuarial operation with the clients, 
how much of the overhead costs which ore now charged to our 
data processing operation will remain to be paid by the actu¬ 
arial operation? 

I nclude d in the deficit of the data processing ope ration 
are a rental charge of $23 i000 a yearland.a charge_of_ 
$83^000 for 25 percent of the total general and administra¬ 
tive ‘expenses. As an offset, the cctuoriel operatloiThas 
been'charged and the data processing operation ha s bee n 
credited with $100,000 for_datajproccssicg service provided 
to"the~actuarial'operation. 
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Chairman of the Board and 
Chief Executive Officer 

Titan Group Znc. February 2, 19,1 


• 6 • 



It data processing operations were to^ tenainate_innedi- 
ptcly, byraeans of eitherjof the"Two.alternatives,Jthp 
actuarial operation vouldThavc ici.make other,arrange¬ 
ments to obtain.the data_processing services it requires 
and we estimate that_thls_would.cost, a sdnicaiiOt$30T0Q0. 
a'year more'than the^$100,000 being. allowtd_to_our_data_ 
processing operation, While we believe the space occu¬ 
pied by the data processing operation can be subleased, 
there 4s so such vacant office space in this building 
that 1 doubt that any part of it can be subleased during 
1972 or 1973 so that the_actuarial_operation will have to 
absorb the.full $23,000'rental cost. As to the $83,000. 
of general and administrative expenses charged - to" the data 
proccssing*opcration, I believe that this can~be_redu'ced__ 
gradually but I do not believe that it-can be_reducetOie- 
lcw $50,000 during the balance of 1972. 



tfy best estimate of the impact of an iroediate discontinu¬ 
ance of our data processing services for outside clients 
on the approximately $310,000 profit which we expect to 
earn on our actuarial business during 1972 is that the 
$310,000 would be reduced by $23,000 for rent, $30,000 for 
additional data processing costs, and $50,000 for general 
and administrative expenses so that the best we could look 
forward to would be a profit of slightly more than $200,000 
The projected profit of this subsidiary for 1972 would be 
further reduced (still assuming no adverse impact on our 
actuarial business) by the discontinuance of the data proc¬ 
essing operation, because there would be penalties for terrain 
ation of the machine rental agreement amounting to approxi¬ 
mately $60,000 and there would be severance payments amount 
ing to approximately $45,000 so that the net profit of this 
subsidiary for 1972 would be about $100,000, under the best 
of circumstances. 


5. A description of any difficulties or problems I anticipate. 


We have very carefully weighed the immediate impact on our 
actuarial business of a cessation of data processing serv¬ 
ices and \/e believe that we would continue to be retained 
to render actuarial cervices by almost every client for the 
balance of IS 172. However, we find that almost everyone of 
our clients has already been solicited by competitors who 
offer both actuarial and data processing cervices so that 
we can expect every client for which we perform data proc¬ 
essing services to obtain those data processing services 
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HAROLD FAOCEN ASSOCIATES, INC. 


frbruary 2, 1972 
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from one of our competitors in the actuarial field, 
from that point on, it is only a matter of time before 
the client will be convinced that it would be better to 
obtain actuarial services and data processing services 
from the same organization. 

I have already reported to you and to the other directors 
on a number of occasions that the competition has been 
soliciting our clients for quite so-.etine using the threat 
that I will no longer be associate with the organization 
after the expiration of ny contract on December 1, 1971. 

We did lose a few minor accounts but we were able to con¬ 
vince the important ones that I would not be leaving tha 
organization. iy continued association with the organi¬ 
zation after December 1, 1971 seemed to slow down the ag¬ 
gressive solicitation by competitors. Mow, however, there 
Is Increasing evidence of a new aggressive solicitation of 
our clients and I have been called upon to answer such 
questions as: 

a. If you are not retiring, why wasn't your contract re¬ 
newed? 

b. How do you explain the fact that Titan subsidiaries in 
this area are not giving you their data processing work? 

c. Will you continue to be on the Board of Directors or will 
we be dealing with a large construction company? 

My answers to these questions have been as follows: 

a. I have been unwilling to sign a contract for eny length 
of time because of the wage freeze and the decision of 
the Titan Board of Directors that no Officer will re¬ 
ceive more than a 5.5$ increase in compensation, effec¬ 
tive after August 15, 1971. 

b. Titan subsidiaries have given us their data processing 
work aG fast as we have been able to absorb it. We have 
taken over practically all the data processing work of 
Alliance Brokerage and we have no reason to believe 
that, we will not take over the data processing of the 
other subsidiaries as soon as we can do so without dis¬ 
rupting their operations or interfering with our ability 
to properly service our other clients. 


Mr. Robert James frankel 
Chairman of the Board and 
Chief Executive Officer 
Titan Group Inc. 
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Mr. Robert James Frenkel 
Chairman of the Board and 
Chief Executive Officer 

titan Group Inc. February 2, 1972 

- 8 - 

e. I am not aware of any intent to turn Titan into a 
construction company to the exclusion of all else, 
titan has bad a very attractive offer for the sale 
of its Insurance Division but there has been a firm 
decision not to permit Titan to become solely a con- 
* struction company. When Sam Bergman decided that be 

could no longer be a director, management chose Herzl 
Mendelsohn as his replacement because they did not 
vent any interruption in the continuity of policy. If 
\ ' the current management had intended Titan to become 

■ore of a construction company, they could very easily 
not have elected either Herzl Mendelsohn or me to the 
Board in Kay 1971. 

It is difficult to su-JEDorize a letter such as this. Fundamentally, the nature 
of our business requires investment to accomplish growth. This investment, 
which is expensed and not amortized, affects current earnings adversely. If 
we were allowed to grow during 1972, 1973 , and 1974 and then level off, we 
would, in ny opinion, be making considerably higher pre-tax profits each year 
beginning in 1975. The amount of the increase in profits would depend on the 
amounts invested. 

One comaent. I have remained in ny job after the expiration of ny contract 
because I believe that the best interests of Titan require it. I cannot state 
that I will continue indefinitely without the understanding and support of you, 
the Board and the entire Titan Organization. 



H7:js 

cc: To all persons on attached list. 

■» OFEIU 153, AFL-CIO 

P.8. All 1971 figures are subject to audit adjustments. 





1409 

PLAINTIFF'S EXHIBIT 25—LETTER FROM TITAN TO FAGGEN 


February 3, 1972 


CONFIDENTIAL 


Harold raggen Associataa, Inc. 

833 Broadway 

New York, New York 10003 
Attention: Mr. Harold Faggen 

Re: Data Processing Operation 
Our File RJF I185-55M 


Dear Harold: 

Thank you far your letter of February 2, 1972. In reviewing contents 

of said letter, several questions arlsoj They are: 

1) Please furnish an Itemized list of the actuarial clients 
which your company Is presently servicing, setting forth 
the date when said clients first contacted your office 
for sorvlee, the fee structure paid by said clients for 
each year of service, the cost of servicing said clients 
for each of said years, ami the anticipated arowth of fees 
to ba generated from each of said clients. Including the 
net profit to be reallxed therefrom. 

2) With respect to the data processing services, please furnish 
the same Information as set forth In paragraph 1 above. 

3) Please Itemize your service bureau data orocesalng activities 
outslds of the actuarial clients. Indicating the saae Infor¬ 
mation as set forth In paragraph 1 above. 

4) It la difficult to understand your statement on page A that 
"there has been no aggressive sales effort in connection 
with our actuarial business for well over three years". 

Inasmuch as the restriction with respect to your activities 
only concerns the data processing operations and was only 
directed to you in the latter part cf 1071. Vhat precluded 
an aggressive sales effort prior to that tlnaT 
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Harold Faggu Associates, Inc. 

Attnt Mr. Harold Faggen Page 2 February 2, 1972 


5) It la alao difficult to understand T you arc not anxious 
to gat lncreaaea In faaa If they are available at this time, 
aa long aa you protect the possibility of petting additional 
Increases at the tine controls ara lifted. Considering the 
u n s at i sfactory net profit position of the Faggen operations. 

It would seen that anything that would i n prore this picture 
should be initiated aa soon aa pobalble. 

d) With respect to the two alternatives sureested by you as 

being available to ua (page 3 of your letter). we wonder if 
yon have taken any action to explore those alternatives and 
to really determine the cost to TCI of etich alternatives. 

You assume, for Instance, that if you were to dispose of the 
data processing phases of your operations that the company 
would not utilize the oquipeent presently on rental. We think 
this could be structured as part of the deal. It might even 
take over the general administrative expenses which are 
applicable to your data processing operations under e phase* 
cut program. 

It just appears that no effort is being made by you to hedge this 
unsatisfactory situation and that you are content to continue on 
a "status quo" bails. 

The executive Comlttee has previously indicated to you, and I 
personally re-emphasise the position ttiat TCI cuet receive sufficient 
Income from the Faggen operations to warrant the continuance of this 
Division, The profit picture fo * the year 1971 is unsatisfactory and 
must be improved upon aa soon as possible. 

Aa soon as we have your reply to the quaetlona set forth above, we 
•ball be able to better determine the course of conduct available to 
TCI. * 

Accordingly, your prompt reply is requested. 

Very truly yours, 

TITAN CROTO^PIC. 

By: Robert Janes Frankel 

Chalman of the Board and 
Chief executive Officer 

HJFrelb 

ec: Ronald Rosenfeld 
Ceorge F. Duthle 
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PLAINTIFF'S EXHIBIT 26—MEMO RE MASON TENDERS LITIGATION 

memorandum 

TO : BENJAMIN M. ROBINSON 

FROM *£7 MATTHEW SILVERMAN 

RE MASON TENDERS DISTRICT COUNCIL PENSION AND WELFARE FUNDS 

DATE : APRIL 11, 1972 

In July,*1968 Richard E. Stewart as Superintendent of 
Insurance of the State of New York brought a proceeding in the 
Supreme Court of the State of New York for an order directing him to 
rehabilitate the Mason Tenders District Council Pension Fund. At the 
same time a similar proceeding was brought to rehabilitate the Mason 
Tenders District Council Welfare Fund. The Trustees of both Funds 
were the named defendants. 

With respect to the Welfare Fund, the proceeding was 
based in part on the following types of alleged mismanagement and 
misconduct as summarized in the Attorney General's memorandum: 

1. Overpayment of premiums on behalf of persons who 
were not eligible for benefits. 

2. Widespread irregularity in the payment of claims. 

3. Failure to require all employers to submit to audits 
as specified in the collective bargaining agreement. 

4. Failure to keep proper and adequate records. 

5. General expenses and cost of professional services 
are excessive and inordinate in relation to contribution income. 

6. Extension of benefits to business agents without 
contributions in violation of Insurance Law. 
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With respect to the Pension Fund, the proceeding was 
based in part on the following types of alleged mismanagement and 
misconduct as summarized in the Attorney General's memorandum: 

A 

1. Failure to maintain adequate and proper records. 

2. Improper crediting of death benefits on behalf of 

individuals who were not eligible. 

3. Failure to require all employers to submit to audits 

as specified in the collective bargaining agreement. 

4. General operating and professional expenses that were 
inordinate and excessive in relation to contribution income. 

The Superintendent of Insurance on August 5, 1968, 
pursuant to the Order of Justice Birdie Amsterdam issued July 31, 

1968, appointed George Hughes, George Purlie, Raphael Siegal and 
Murray Simon to control the conduct and affairs of the Mason Tenders 
District Council Pension Fund. On the same day, pursuant to a similar 
Court Order, the Superintendent appointed the same persons for the 
same purpose in regard to the Mason Tenders District Council Welfare 

Fund. 

Thereafter, motions and cross motions were made resulting 
in an Order by the same Judge dated August 15, 1968 to the effect 
that the Trustees, management and employees k of each Fund could 
continue normal and usual operations, but under the supervision of 
personnel of the Department of Insurance assigned by the Superintendent 
and with the further safeguard of the appointment of a referee to 
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settle all disputes between the parties as to business transactions 
and procedures during the period pending trial so that the interests 
of all members of the respective Funds would be fully protected. 

Thereafter, an application for a stay pending an appeal 
was made to the Appellate Division by the Trustees. The application 
was denied. The Trustees interposed answers and the cases awaited 
trial. In the meantime, the Trustees and the Insurance Department 
sought to work out their differences looking to a settlement of the 
proceedings. 

Many recoiranendations were made by the Insurance 
Department in regard to the administration of both Funds as well as 
in regard to amendments to the Plans. The final conditions and 
amendments proposed by the Insurance Department as a basis for 
disposing of the proceedings were acted upon favorably by the 
Trustees of both Funds at a joint meeting of the Mason Tenders 
District Council Pension and Welfare Funds held on March 23, 1970. 
The conditions proposed by the Insurance Department involved many 
administrative changes, some of which were deferred pending the 
employment of a new Administrator, and in this connection there was 
the condition that there be acceptance of the resignation of the 
Administrator. It had, of course, been shown that Harold Faggen 
Associates as actuary-consultant had nothing whatever to do with the 
administrative areas under attack. 
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Insofar as the cost of the professionals was concerned, 
the Insurance Department took the position that too many lawyers were 
retained and that the Trustees were to reconsider the need for 
multiple attorneys. As to Harold Faggen Associates, Inc., the 
Insurance Department took the position that the retainer fees were 
excessive and that the retainer arrangements for the consulting 
services for the Welfare and Pension Funds be terminated effective 
April 1, 1970, without prejudice to the continued employment of 
Harold Faggen Associates, Inc. as consultant to the Funds on a fee 
basis as required. 

Thereafter, I do not know the date, Harold Faggen 
Associates, Inc. ceased to be consultant to these Funds and we 
were no longer concerned with the proceedings. Harold Faggen 
Associates, Inc. was never a party to the proceedings. 

We were retained to keep track of the case and to 
see to it that the Insurance Department was aware of the limited 
scope of the functions of Harold Faggen Associates, Inc. so that 
the alleged administrative irregularities would not be ascribed to 
his company. 
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Robinson,Silverman, Pe....»£,Aronsohn,Sani, & Berman 

230 PARK AVENUE 
NEW YORK, N. V. 10017 


Mr. Robert James Frankel 
Titan Group, Inc. 

1325 Inwood Terrace 

Fort Lee, New Jersey 07024 


TO BE PICKED UP 


/ 
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PLAINTIFF'S EXHIBIT 27 

UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 


TITAN GROUP, INC 4 

» 

- against 
HAROLD FAGGEN, 


Plaintiff, 


Defendant. 



Examination before trial of 
RICHARD K. McINTYRE, taken by the 
Plaintiff pursuant to notice, at the 
offices of Powers $ Gross, Esqs., 110 
East 59th Street, New York, New York, 
on Wednesday, September 26, 1973, at 
ten o'clock in the forenoon, before 
William Newrock, a Certified Shorthand 
Reporter and Notary Public within and for 
the State of New York. 


BAR ASSOCIATION REPORTING SERVICE 
WILLIAM NEWROCK. C8R 

M WIIT 44m •TOUT 
new YOU M. N. V. 


MIMIM MMA ». 
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APPEARANCES: 


POWERS $ GROSS, ESQS. 

Attorneys for Plaintiff 
110 East 59th Street 
New York, New York 

By: LAWRENCE POWERS, ESQ., 

of Counsel 


SHEIB, SIIATZKIN $ COOPER, ESQS. 

Attorneys for Defendant 
235 East 42nd Street 
New York, New York 

By: BURTON S. COOPER, ESQ., 

of Counsel 


IT IS HEREBY STIPULATED AND AGREED by 
and between the attorneys for the respective 
parties hereto that the sealing, filing and 
certification of the transcript of the within 
examination be, and they hereby are, waived; 
and that said transcript may be signed and sworn 
to before any Notary Public or Commissioner of 
Deeds with the same force and effect as if before 
an officer of this Court; 


IT IS FURTHER STIPULATED AND AGREED that 
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question, ere reserved to the trial of this 
action. 


richard k. McIntyre, 

residing at 3500 Hillstone Court, Northeast^ 
Atlanta, Georgia 30319, having been first duly 
sworn by the Notary Public, was examined and 
testified as follows: 

EXAMINATION BY MR. POWERS: 

Q Mr. McIntyre, when did you first meet 

Harold Faggen? 

A I think it was some time during 1968. 

Q Can you fix a month7 

A No, I can't 

Q Was it after a basic businessman's 

understanding had been reached between Titan and him on 
an acquisition of his companies? 

% 

A No. 

Q It was before? 

A Yes. 

0 Do you recall where you met him? 

A I think it was at Ben Robinson's office. 


v \ r 

'v'W 

■i --i* 
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Q But you ere sure it was before there was 

an understanding on the acquisition? 

A Yes. 

q When I say ’'understanding", I don't mean 

the formal contract. I mean the businessman's handshake. 
A Yes. 

Q Now, Mr. Faggen has testified that 

that understanding was reached on or about October 2, 

1968. 

A Yes. 

Q Now, would that fix in your mind the date 

of your first meeting with him? 

A No. Because it was substantially prior to the -- 

to any negotiations. I just met him as a friend of 
Ben's who happened to be in the office. 

Q What did you say to him at that meeting? 

A Hello. 

Q What did he say to you? 

A Glad to meet you. 

q What did Ben Robinson say at that meeting, 

if anything? 

A Nothing. He just introduced me in the hall in 

his office. 

q Did you talk about the proposed acquisition 
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McIntyre S 

of his companies by Titan? 

A No. 

Q When was the next time you met him? 

A I am not sure -- perhaps in October. 

Q And was that after a businessman's under¬ 

standing had been reached? 

A I don't know. 

Q All right. Where did ycu meet him the 

next time? 

A At Titan's office. 

Q And who was present? 

A I don't remember. 

Q Did you talk to Faggen? 

A Not other than to say hello and how are you. 

Q You didn't discuss his deal at all? 

A No. 

Q When was the next time you met him? 

A I have no recollection of what the sequence was. 

Q Did you ever talk to Faggen about his deal 

with Titan before the deal was closed? We are trying 

to bracket the period for you. October 2, 11)68, when 
the handshake was reached, and December 2, 1968, 
when the contract was closed. 


Did you talk to Faggen during that two- 
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■onth period? 

A Yes. 

Q How many times? 

A I guess half a dozen. 

Q What did you talk about, in substance? 

I 

A Some time we -- it was just a social meeting in 

the hall, you know, of the company -- something like that 
Or other times that -- check with him to see how his 
accountants were doing as far as getting the statements 
up that we needed for closing. 

Q Right. Any other conversations? 

HR. COOPER: What period are we talking 

about now? 

HR. POWERS: Two months between October 2 
and December 2, 1968. 

A Well, in general, just following • Mjj check* oh the 

financials as they were being developed. 

Q Who was doing the developing? 

A His accountants, Warren Q Company, I believe 

was the name. 

Q And who was doing it for Titan? 

A We weren't doing it because they were going to 

furnish statements. 

0 Was Russo the man you nut on overseeine 






V.>-^ 
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the job, whatever was being done? 

A Yes. 

Q That is Vincent Russo? 

A Yes. 

Q Now, did you talk with Faggen about his 

earnings? 

A Not that I remember, particularly; more interested 

in just getting the cutoff balance sheet. 

Q And did you talk to Faggen about any 

adjustments to his earnings? 

A Yes. 

Q When was that? 

A Some time in that two months period. 

Q What did you say in discussion? 

A I asked him what made up some of the adjustments. 

Q With reference to what earnings? When 

you say what made up some of the adjustments, adjustments 
of what? What were you talking about? 

A Adjustments to the tax returns as reported; in 

relation to the pro forma that we had been looking to. 

Q Which pro forma was that, Mr. McIntyre? 

A That was a one-pnge statement of earnings, a pro 

forma basis. 


25 


Q 


For four years? 
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A Ye*. 

Q You are talking about that schedule 
annexed to the complaint? 

A Yes. 

Q In that memo that went to the board; is 

that right? 

A Right. 

Q I think we will call it Exhibit A to 

the complaint, just so that we can identify it on the 
record; but that is the schedule you are talking about? 

A Correct. 

Q What did you ask him about this pro forma 

schedule? 

A What were the items that made up the adjustments. 

Q And what did he tell you? 

A Well, we discussed the pension overfunding; salary 

adjustments. There were about four or five items. 

State and Federal taxes; travel, entertainment expense; 
and his outside fees. 

Q Was anything else discussed? 

A Perhaps there was, I just don't -- I am trying 

to take off the main items. 

Q Did he give you anything in writing on it? 

A Not to my recollection. 


/ 


/ 


A 







1424 

Plaintiff' 8 Exhibit 27 

McIntyre 9 

Q Did he give Russo anything in writing on it? 

A No. 

Q Did he give -- 

A Not that I know of. 

Q Did he give anyone in Titan anything in 

writing on it, that you know of? 

A I just don't remember right now. 

Q What did he tell you about salary 

adjustments? 

/ 

A That he and Mrs. Dogan were drawing pretty good 

sized salaries and they were going to have those adjusted 
Hcvnwa.d to what had been agreed to. 

And as a resutl there would be that savings / 

as far as salary expense. 

Q Did he tell the magnitude of the savings? 

A Yes. And I don't remember what it was right 

now but it as upwards of $50,000 or more, as I am 

recollecting it. , 

q Did he tell you what it was for all four 

years, previously? 

A No. / 

Q You didn't go into any year but 1968, did 

you? . 

A That was the year I was looking at. 
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Q What did he tell you about State and 

Federal taxes? 

A Well, I just looked at the tax returns to see 

what the adjustments were on that, add those up. 

Q When somebody refers to earnings on a pre¬ 

tax basis, from your experience as an accountant does 
that usually exclude Federal taxes; when you say 
"pre-tax", do you usually mean to exclude Federal 
taxes? 

A Yes. 

Q Do you also usually mean to exclude 

State and local taxes? 

A If applicable. 

Q Isn't it more customary when you say 

"pre-tax" to be talking in terms of just pre-Fedoral 
axes? 

A Not necessarily. 

<} Is it done both ways? 

A I have 

Q Uxcuse me. 

A I have done it both ways. 

Q So that some accountants when they make 

a determination of net income pre-tax will take a 
deduction from the net income nonetheless for State and 
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local taxes; is that correct? 

A That may be. I don't know. 

• i 

Q Have you done it in that way on occasions? 

MR. COOPER: Note an objection to this. 

Go ahead and answer it. 

A Not that I can remember. 

Q Have you seen other accountants do it that 

way on occasion? 

MR. COOPER: I will object to that. 

Go ahead and answer it. 

A When it applied to States that you had to pay tax 

in regardless of Federal. 

Q Would you explain your answer to me? I 

am not sure I understand it. 

A Some States have a certain type of taxation 

where they are based upon gross revenues or something 
like that. 

So that you have to pay that like a sales tax. 

But it is considered a corporate tax. 

<} So you treat that as a co» s t of doing business? 

\ \ 

A Yes. 

Q And you net it out of net income pre¬ 

tax; is that right? 

A Yes. 
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Q Now, would the New York City tax on 
Unincorporated Buaineaaes fall in that category? 

MR, COOPER: I will object to the form 

of the question. 

A I am not -- I don't remember what the -- I don't 

know that there was an unincorporated business tax, but 
it wouldn't have been applied here because we were a 
corporation. 

Q What about Harold Faggen's personal account 
ing records; wouldn't that be subject to unincorporated 
business tax? 

A Not if it came into our company. 

MR. COOPER: Let the record indicate 

also that we are talking about the year 1968 
and I am quite sure that in that year there was 
no unincorporated business tax in the City 
of New York. 

Q What other taxes are tfhero in the City 

of New York that apply to corporations? 

A I think there is a sales tax or use tax on rent, 

or something like that. 

Q And that is automatic, whether or not you 

have income or not; isn't it? 

A Yes. 
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Q So thet would normally be deducted from 

pre-tax income, wouldn't it? 

A Say it again. 

Q That would normally be deducted from 

pre-tax income, wouldn't it, as a charge of doing 
business, regardless of what your earnings were? 

MR. COOPUR: Hold it, Mr. McIntyre. 

I am going to object to this unless counsel 
is able to show that at the time that these 
questions were asked those various taxes were in 

effect and applicable. 

* 

Q Now, what did you talk about on pension 


overfunding? 

A The fact that the pension plan was overfunded. 

Q Did you talk about how much? 

* 



A No. No. 

Q Did you make any attempt to determine 

whether anything would ever have to be contributed 
to the pension plan in the future? 


A No. 




Q Did you make any attempt to determine 

whether anything would have had to have been 
contributed to the pension plan in the years before 1968, 
1967, 1966? 
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Or 1965? 


You didn't get into that issue at all J 


with Faggen? 


Q You just accepted his numbers? 

A I checked the numbers on the tax return and 

they had been deducted for -- 


Did you make a check for years before / 


1968? 


Not to my recollection. 


And what did he tell you about travel and 


entertainment? 


A That he had charged considerable sums to the 

business, as all individuals will do. 


Did he give you a number for that, Mr. 


McIntyre? 


I don't remember any hard number. 

Q He just spoke about it in a rather vague 


way; is that right? 


He itemized some of the things that he had 


25 


charged to the company. 

Q Did he write them down? 
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A" Not that I remember. 

Q Just ticked them off on his fingers? 

A’ Yes. / 

Q And he ticked them off in the form of 

kinds of things rather than amounts, didn't he? 

A That is the way I remember it. ^ 

Q Like you would talk about cars and talk 

about vacations, and he talked about his boat; is that 
right? / 

A Right. 

Q But he didn't talk about what the cars 

cost or what the vacations cost or what the boat 
costs; did he? 

A No. 

/ 

Q Is your answer "no"? 

A Right. 

Q All right. What did he tell you about 

his outside fees? 

A That he had earned these and they would become 

incomo to the corporation upon the acquisition. 

Q Mr. McIntyre, do you remember, at the time 

of that motion we had last year giving an affidavit for 
Mr. Faggen? 

A Yes. 
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Q Do you remember reading a reply affidavit 

l 

to that by Dan Hatcher? Did you review a reply affidavit? 
A Yes. 

Q Now, do you recall that Hatcher made some 

reference in his reply affidavit to searching through 
your files that were left at Titan, in connection with 
the acquisition and findings and papers in your file; 
do you remember that? 

A Yes. 

Q And do you remember looking at the 

papers? Do you remember looking at the papers? 

A I remember seeing some copies. 

Q Okay. 

MR. POWERS: Off the record a minute. 

(Discussion off the record.) 

Q I show you this Exhibit 1 to the Hatcher 

reply affidavit on tho notion for summary judgment. 

Mr. Hatcher says he found certain documents 
in your files at Titan. Now, first, there is a covering 
memo •* 

MR. COOPER: Excuse me a moment. Mr. 

Hatcher doesn't say he found then. 

MR. POWERS: He doesn't say we 


25 


found then. 
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MR. COOPER: Specifically Hatcher said 

that -- he doesn't identify he found them; he just 
says that these were the papers 

MR. POWERS: When I say "Hatcher", I 

really mean Titan. 

MR. COOPER: All right. 

BY MR. POWERS: 


Q Now, this memo, which is on a sheet of 

notepaper headed Richard K. McIntyre, that is in your 
handwriting, is it? 

A Yes. 

Q. And then under that there is Exhibit A, 



y 


the pro forma net income statement which is Exhibit 
A annexed to the complaint, and are those numbers at 
the foot of each column in your handwriting? 

A They do not appear to be. ^ 

Q They are not in your handwriting? 



A No. 


Q Now, seeing this copy again, do you 

recall having that Exhibit A in your file, having it in 
your possession at that time? 

A No, I don't. 

q When I say "at that time", I mean back 



25 


in October of 1968. 
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A I don't remember it being in the file. 

Q I see. Well, look at your memo and tell 

me what these notations in your handwriting on your 
memo show. 

A It looks like I picked up the accounts receivable 

off of some balance sheets some place. Again I don't 
know what this -- (Indicating) -- what it -- may be 
an appreciatioh of investments. I think that is what 
that is. 

Q And now I call your attention to the pro 

forma net income statement. It has written on it, 
"without investment income". 

Do you recall seeing that? 

A Yes, I have seen it. 

Q Now, I call your attention to the first 

page on this memo. 

Is that your handwriting? 

A Yes. 

Q And what did you have written down there? 

A I was computing the net worth for adjustment 

after we acquired the property, the companies. 

Q Your concern was really to verify the net 

worth that was on the balance sheet; is that right? 

A Yes. 
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Q Now, was that the substance of your 

whole inquiry before the acquisition to verify net worth? 

A No. This was something I did gratuitously for 

myself. 

Q What was the substance of your inquiry 
that you made before the acquisition? 

A Just to see that the statements were -- 
in the realm of reasonableness. 

Q The balance sheet was there, is that 

right? 

A Yes. That was going to be there from the tax 

returns. 

Q Right. 

Did you make an audit of the income 

statements? 

A Only for the last three months of the year. 

Q And you made no audit for the preceding 

period of 1968, did you? 

A No. 

Q And you made none for 1967, did you? 

A No. 

Q And none for 1966? 

A No. 



O 
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Q And fro* your knowledge, did Titan ever 

make an audit of those income statements for those earlier 
years, after the acquisition? j 

A Not while I was still with Titan. 

Q And when did you leave Titan? 

A In July of 1969. 

MR. POWERS: Off the record. 

(Discussion off the record.) 

Q Now, Mr. McIntyre, when did you tell me 

you left Titan? 

A In July of -- 

Q 1969? 

A -- of 1969, yes. 

Q Did you ever have any contact with the 

Harold Faggen companies after you left, until this case? 

A No. 

Q How did you come in contact with Mr. 

Faggen after this case started? 

A Harold called me. 

Q Where did he call you, down South? 

A In Atlanta. 

Q What did he say to you when he called you? 

A He asked me if I would mind making an affidavit 
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Q What did you say? 

A I said no. 

Q Did he tell you any facts? 

A Not outside of the fact that there was a suit going 

between he and Titan. 

Q And did you then have a personal meeting 

with Harold Faggen? 

A Yes. 

Q Where was that? 

A At Mr. Cooper's office. 

Q Ho paid your fare up here? 

A Yes. 

Q And what was said at that meeting? 

A Will, -- 

Q Was Harold present at the meeting? 

A Yes. 

Q Harold, you and Mr. Cooper? 

A Yes. 

Q Was anyone else present? 

A I don't know. I think just the three of us. 

f 

Q Was Labaton present, one of Mr. Cooper's 

partners? 

A He was in and out of the office, but I don't know 


that he was present at the -- 
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Q Now, whet did Peggen sey to you at 

the meeting, if anything? 

A Well, recapped the lawsuit, and -- 

Q What did he tell you about the lawsuit? 

A That he was having a hassle with Titan over the 

payment. 

Q What else did he tell you? 

A And he would like me to make a statement 

of what I knew about the transaction. 

Q And did you then make a statement to him? 

A Yes. 

Q What did you say? 

A I said yes, I would. 

Q What did you tell him about your knowledge 

of the transaction? Did you tell him anything? 

A No more than what I had in my affidavit. 

Q Did you write that affidavit? 

A Final draft, I worked with Mr. Cooper on. 

Q You worked with Coopor on it? 

A Yes. 

Q Cooper wrote it, didn't he? 

A lie drafted it and then I -- 

Q You went over it with him? 

A Yes. 
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q HOW many drafts did you go through? 

A l' think -- I don’t think but one. 

Q How long were you in town working 

on it? 

A I came in one day and left the next, as I remember. 

q Was it typed up in draft form before you 

arrived? 

A No, not that I remember. 

Q Was it drafted for the first time the 

day you were there? 

A To my recollection, yes. 

q And was it then redrafted? 

A I don't think so. 

q Was it retyped? 

A Oh, well -- I had it typed in final form myself. 

Q Where did you have it typed in final form? 

A In Atlanta. 

q Did you make some changes in it between 

the one you took away from the Cooper office and the finalj 
one you signed in Atlanta? 

A Yes. 

Q All right. I call for the production of 

your draft, the draft you took with you -- 


A 


Yes. 
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Q -- from New York to Atlenta. 

A Yes. 


Q And did you do any redraft down there 

before you did the final one? 

A No. 

Q Do you have that draft with you by any 

chance? 

A No. 

Q Is it a big hassle to get it? 

A I don't think I've even got it. 

Q Do you have a copy of the draft that you 

reviewed in Cooper's office? 

A No. 

Q Does Cooper have a copy of it? 

A Not to my knowledge, no. 

Q Will you ask Mr. Cooper to provide to you 

the first draft of that that you worked on in his office? 

MR. COOPER: I can tell you now I have 


no drafts. 

MR. POWERS: You have no drafts? 

MR. COOPER: No. 

MR. POWERS: Don't you have a copy of the 

agreement that he took with him down to Atlanta? 
MR. COOPER: Copy of what? 
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MR. POWERS: The affidavit; that he took 
down to Atlanta with him. 

MR. COOPER: No, I don't. 

As a matter of record, I don't make it a 
practice -- I don't recall having any drafts 
keeping drafts of things that I don't need. 

BY MR. POWERS: 

Q What changes did you talk about in your 

affidavit, when it was being prepared? 

A I don't remember any one in particular, 

becayse it tracked pretty well what I had said. 

Q Now, was this memorandum, which we will call 

Exhibit A, the pro forma financial statements, distributed 
to the Board of Directors of Titan? 

A I am not sure. 

Q You got a copy of it, though, didn't you? 

A Yes. 

Q And a copy I showed you with your notes 

annexed, was that the copy you got? 

A No. There was another one that I had at one time. 

Q And where is that copy now? 

A Wherever it was, it was left in my files at Titan. 

Q Now, what difference was there between the 

other copy ana the one I showed you from your files at 
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A My recollection is that it didn’t have this -- 

without investments or exclusive investment income -- 
on it. 

Q Is that the only difference you recollect? 

A Yes. 

Q Do you recall whether you had two copies 

of it or just one? 

A Two copies of -- 

Q Of the memo. 

A I could have had two or maybe only one. I don’t 

know. 

Q And if you had only one and it is the one 

I showed you which said "exclusive investment income", 
it would mean your recollection is inaccurate, isn't it? 

MR. COOPP.R: I will object to that as 

argumentative. 

Q Arc you concerned as to whether your 

recollection is accurate, after seeing the document 
I just showed you? 

A Nft. 

Q You think your recollection is 

accurate that it didn't say "exclusive investment 
income"? 


A 


Yes 
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Q And do you know of any other place where 

such a memo would be? 

A Well, that could have been in my file, too, as 

far as I know. 

Q You didn't have a memo from your files 

with you when you did this affidavit with Harold Faggen, 
did you? 

A No. I left all my files with Titan. 

Q So this affidavit you did with Harold 

Faggen was entirely on recollection, without having any 
of your files in your possession; is that correct? 


A Right. 

Q Now, I show you the original of that 

exhibit to the Hatcher affidavit, which we have discussed. 
Now, first off -- 


MR. COOPER: Can we mark that, Mr. Powers, 

MR. POWERS: Yes, we are going to. 

MR. COOPER: -- for purposes of reference. 

MR. POWERS: I think it is a good idea. 

Let's mark this first. This is some 
material taken from Titan's files, which were listep 
under the name Richard K. Mclntyro - Faggen 
Transaction, and I would like to mark this as 
Plaintiff's M-l, to indicate that it is of the 
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witness McIntyre. 

(Material from files of Titan Group, Inc., 
listed under the name Richard K. Mclntyre- 
Fagjjen Transaction, was marked Plaintiff’s 
Exhibit M-l for identification, as of this date.) 

MR. COOPER: I have no objection to the 

designation, but I do object to the statement 
characterizing it. 

MR. POWERS: I am just using it for 

descriptive purposes in the deposition; you are 
not bound by my statements. 

MR. COOPER: I know that and for the 

purpose of the witness, too, I want the witness 
to understand that. 

Mr. Powers has characterized this as 
from Titan's files under McIntyre, and that is 
a statement that he has made. It is a question 
for you to say whether or not that was in your 
files, not his statement. 

BY MR. POWERS: 

Q Now, I show you, sir, the first 

page of M*l. Is that in your handwriting? 

A Yes. 

Q That is the same first page I showed you 
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in copy fora before. 

A True. 

Q All right. Now, I show you the second 

'W* 

page, which is a piece of notepaper with penned writing 
on it, saying, from the desk of -- memo Richard K. 
McIntyre. 

Now, is that from your memo pad? 

A Yes. 

Q And is that your handwriting on the nemo? 

A Yes. 

Q All right. I show you the third 

page, and ask you if that refreshes your recollection 
on the pro forma income statement which you had at the 
time. That is the original of it. 

(Document handed to witness.) 

Is that the one that was in your files? 

A It could have been. 

Q Do you know of any other in your files 

besides that? 

A I seem to recollect one that did not have the 

investment income notation on it. 

Q But you don't have it; is that correct? 

A No, I do not have it. 

Q Now, Mr. McIntyre, you notice that 
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the phrase "excludes investment income" is written in 


pen, isn't it? 


MR. COOPER: Is the word "exclude" or 


the word "without"? 


Without. "Without investment income" is 


written in pen, isn't it? 


Yes. 


Whose handwriting is that, if you know? 


I don't know. 


Is it your handwriting? 


So it was the handwriting of whoever 


gave you the document, isn't it? 


MR. COOPER: I will object to that. 

A Not necessarily. 

Q All right. Was the handwriting on 

there when you received the document? 

MR. COOPER: He has testified he doesn't 

recall receiving it. 

MR. POWERS: All right. 

Q But looking at the document again, do you 

recall anyone making a notation on there after you 


received it? 


25 


flR. COOPER: You are making an assumption 





1446 

Plaintiff's Exhibit 27 

McIntyre 31 

that he received it and he has already testified 
that he has no recollection of having received it. 

Q Was there such a document in your files? 

MR. COOPER: He has already testified 

it might have been. 

A No. 

Q Now. do you recall anybody writing anything 

on the document in your file after you received it? 

MR. COOPER: Which document are we 

referring to? 

Q Whatever document you had that said that 

was a pro forma income statement, whether it was this 
or any other one that you had. 

A So many people had access to my files. I wouldn't 

say that anybody could have done it. 

Q I see. 

Do you know of anyone making any notations 

in your files? 

A From time to time, various personnel come in and j 

give me memos or write something on stuff that I had. 

My files were open to all the accounting department. 

Q Do you have any recollection of anybody 


doing that to this file? 

A I just have no recollection on that point 
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Q But you gave your affidavit entirely on 

recollection, didn't you? 

A Yes. 

Q And you had no written material from your 

files before you at all when you made that affidavit 
in Mr. Cooper's office, did you? 

A No. 

Q Now, I show you another document which was^ 

obtained from your files. 

MR. POWF.RS: Would you mark it, please, 

M-2. 

MR. COOPER: Again, I will object to 

counsel's characterizing it as having been 
obtained from Mr. McIntyre's files. Mr. McIntyre 
hasn't so testified. 

(Document, as above referred to, was 
marked Plnintiff's Exhibit M-2 for identifica¬ 
tion, as of this date.) 

% 

Q Now that you see the penciled notations 

on the foot of that pro forma income by looking at the 
original, is that your handwriting in pencil? 

A No. 

Q Do you know whose handwriting it is? 


A 


I sura don't 
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Q Mow, I show you the >1*2 and ash you if you 

have ever seen that document before. 

(Document handed to witness.) 

M-2 is a list of adjustments with respect 
to the operations of the Faggen companies -- for the 
record. 

MR. COOPER: When you say "have you 

ever seen that before", you mean not in this 
lawsuit; is that what you mean? 

MR. POWERS: Anywhere. 

A Yes, I remember seeing it some place. 

Q And you saw it before the Faggen acquisition, 

didn't you? 

A Before the Faggen -- no, I don't think so. 

Q When did you see it? 

A I don't know. 

Q What does that document do or purport to 

say? 

A It looks like a combined balance sheet of four 

corporations. 

Q Have you analyzed that document before? 

A No. 

Q Docs it purport to show adjusted earnings 
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A The third page indicates certain adjustments. 

Q And what is the adjusted income shown 

the foot of the page? \ 

i 

A I can't read all of this but it looks like it 

is -- all the details of it comes up to $571,476, 
according to the bottom figure. 

Q Was that the adjusted earning figure for 

1968, that you understood the Faggen companies had before 
the acquisition? 

A It was somewhere in that neighborhood. 

Q Was that the figure you were talking about 

with Harold Faggon as his adjusted earnings for 1968? 

A The five hundred and some odd thousand dollars, 

yes. 

Q $571,000? 

A Yes. I don't remember the exact number. 

Q But does the $571,000 stick in your mind 

as the figure you were discussing with Harold Faggen 
at the tine? 

MR. COOPER: He has already testified 

* I 

he doesn't recall the figure and you are saying 
does it stick in your mind. 

MR. POWERS: I am trying to refresh his 

. ✓ 
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MR. COOPER: He doesn't t ay he needs his 
recollection refreshed. 

Q When you say the $500,000 area, I am 

trying to pin it down a little more • « was it $571,000? 
A According to this, and according to that. 

MR. COOPER: Let's identify for the 

record; "according to that" is Exhibit A to the 
complaint, or part of Exhibit M-l. Is that it? 
Q Now, this copy document that I show you 

appears to be a copy of the third page of M-l, does it 
not? 

A Yes. 

Q Now, there is -- 

MR. COOPER: Wait, wait. One second. 

Q There is a name at the top 

MR. COOPER: Hold it one second, Mr. 

Powers. 

MR. POWERS: I am going to number this 

in a minute. 

MR. COOPER: If you remember, you have 

made a comparison, asked him if it is the same. 
Q Look at the -- 

MR. COOPER: I see figures on this one 














1 


2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


1451 

Plaintiff's Exhibit 27 

McIntyre 36 

MR. POWERS: I know that is what I am 

going to ask him about. 

MR. COOPER: The point I am asking you, 

does it appear to be the same * - and we can 

both see that it is not the same. 

MR. POWERS: Let me modify my question. 

BY MR. POWERS: 

Q Does it appear to be the same insofar 

as the typed material on the memo? 

A Yes. 

Q All right. Now, there are some hand* 

written items on the memo, aren't there? 

A Yes. 

MR. POWERS: Would you mark this M-3, 

Mr. Reporter. 

(Document was marked Plaintiff's 
Exhibit M-3 for identification, as of this 
date.) 

Q Now, look at M-3. First, it has the 

phrase "without investment income" in the copy, doesn't 
it? 

A Yes. 

Q Does this appear to be the same hand- 


1 * J _ 


_J 
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copy annexed to your notation? 

MR. COOPER: Which notation is his 

notation? 

MR. POWERS: This is annexed to it, 

here. (Indicating) The third page of M-l. 

MR. COOPER: Yes, but Mr. -- 

Q Does the handwriting here appear to you 

to be the same as the penned notation on M-l? 

A Appears to be the same, yes. 

Q All right. Now, you see at the top 

of the page the name Faggen? 

A Yes. 

Q Is that your handwriting? 

A No. 

Q Do you know whose handwriting that is? 

A No, I don't. 

Q Would that be Russo's handwriting? 

A I just don't know. 

Q All right. Now, you see some figure 

totaled up at the bottom with some notations. 

Are those figures in your handwriting? 

MR. COOPER: You are referring now to M-3? 

MR. POWERS: Yes. 


MR. COOPER: All rieht 
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Q Are they in your handwriting? 

A The figures totaling 138 are in my handwriting. 

Q All right, and are the figures per 

cash basis returns 346, 456, 436, 536, in your handwriting? 
A No. 

Q Do you know whose handwriting those are? 

A No, I don't. 

Q Now, this figure 154.9; is that in your 

handwriting? 

A No. 

Q Now, these four figures, 34, 34, 35, 35, 

138, which you say are in your handwriting on M-3, do 
you recall what they denote? 

A The personal income of Harold. 

Q Which you were then adding into the 

adjustment for the four companies? 

A No. I was just seeing what he had averaged 

over the past four years, taken out as side income. 

Q I see. For adjustment purposes; right? 

A No. 

Q Why did you want to know? 

A I just wanted to see what he was doing by himself. 

Q Okay. Now, Mr. McIntyre, in looking 


A _ 
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in your file? 

A No, I don't. 

Q But you can identify your handwriting 

on that document, can't you? ■' 

A Yes. Well, it is not - it is a copy of 

what my handwriting was, the original. I don't know 
where it is. 

% 

Q Well, I will look for it again, too, 

Mr. McIntyre. But we know that M-3 has your hand¬ 
writing on it, don't we? 

A Yes, but it doesn't appear to be from my files. 

Q All right. And we further know that, 

in order for your handwriting to be on M-3 you had to 
have M-3 in your hands to write on it, don't we? 

A No. 

Q Well, how would you write on M-3 without 

having it in your hands? 

A Because the one we are talking about here is 

a copy. 

Q Yes? 

A The original of this where my handwriting is 

is not there. Plus this has hole punches in it and 
that is not my method of filing. 

Q Now, if we had the original of this, 
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though, with yohi" handwriting bn it, and you were 
looking at the original instead of a copy, it would 
mean that you had'ttie original in your hands and you 
wrote something on it, wouldn't it? 

A * ! Right. ' ' ' 

Q And the original that you had in your 

hands would say "without investment income", wouldn't it? 

MR.' COOPER: I will object to that. 

That is all speculation. 

A I don't know without seeing it. 

Q Okay. 

Now, I show you another memo from the 
pad of Richard K. McIntyre. 

MR. POWERS: Which we will mark as M-4. 

(Memo from the pad of Richard K. McIntyre, 
as above referred to, was marked Plaintiff's 
Exhibit M-4 for identification, as of this date.) 
Q Now, I show you M-4, Mr. McIntyre; is 

that a memo in your handwriting? 

A Most of it is. 

Q Does looking at the memo refresh your 

recollection as to where it was? 

A But one time it was in my file, but there's been 

Q In your file at Titan? 
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A Yes. 

■»• 

Q And does looking at that from your file 

at Titan refresh your recollection as to where M-l 
was? 


A At one time, the top of M-l,*first page and 

second page, certainly were in my files. They are 
in my writing, handwriting. 

Q What about the third page? 

A I don't know when that got in there. 

Q Do you have any reason to believe that 

the third page wasn't in your file and was just put 
in there? 

A Well, I see notation on this other memo that is 

not in my handwriting, so somebody has -- somebody has 
written on this. 

Q Why don't you tell me what the M-4 

memo in your handwriting says and then, as best you 
can, translate what the material not in your handwriting 
says. 

What does M-4 deal with? 

A Items to talk to Harold about. 

Q Now, from looking at that, can you fix 

a date for when you wrote that memo? 


25 


A 


It would be late 1968 or early 1969. 
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Q Would it be before the closing or after 

the closing? 

A I don't know. 

Q All right. Now, looking at M-l again, 

do those notations in your handwriting on Page 1 appear 
to have been made before the closing or after the closing? 
A I don't know. When they were --it would be 

whenever I got a hold of the tax returns which would 
have been 

Q Before the closing? 

A Just prior to the closing or a little bit after. 

Q And the second page of M-l, can you fix 

the date when you wrote those notations down? 

A No. 

Q Would you consider that they were before 

the closing, because they are all balance sheet concepts, 
or after the closing? 

A They could have been either time. 

Q But you know they were in 1968 or 

thereabouts; right? 

A Or early 1969. 

Q So we fix the date that Pages 1 and 2 

of M-l were early 1968? 


A 


Late 1968. 
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A Late 1968. 

Q Late 1968 or early 1969? 

A Right. 

Q And how would you fix Page 3 in time 

of that M-l? 

MR. COOPER: He has already said that 

he's never seen M-3. 

MR. POWERS: Never seen it? 

MR. COOPER: He said he doesn't recall 

that being in his files. 

Q Have you ever seen the third page of 

M-3 before today? 

A Yes. 

Q Where did you see it? 

A I have seen it as exhibits in various documents 

relating to this case. And I know I saw it some time 
Q Late 1968? 

A Yes, or early 1969. 

Q All right. 

Now, can you fix a date for when you 

saw M-4? 

A Again, the same time frame, late 1968 or early 

1969. 

Q 


i 


Now, you were going to go on and translate 
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for me what M-4 deals with. 

A It is a question of accumulated earnings and 

when they were earned, and the accounting and who does 
it, the audit,and by PM, which is Peat, Marwick, and 
Arthur Andersen G Company is okay, safe deposi" box. 

Q What does it say about Arthur Andersen G 

Company being okay? 

A That is what it says; AA § Company is okay. 

. i I 

Q Peat, Marwick were your auditors, Titan 

• i 

auditors, at the time of the Faggen deal? 

A Right. 

Q Do you recall a conversation with Faggen 

where he said Peat, Marwick were competitors of his? 

A Yes. 

Q And do you recall his saying in that 

conversation that he didn't want them coming in to do 
any auditing? 

A Yes. 

Q And does that notation deal with Peat, 

Marwick being unacceptable to him, but Arthur Andersen 
being acceptable to him? 

A Yes. 

Q And did you use Arthur. Andersen before 



25 


the acquisition? 
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A No. 

Q Did you u*e him afterwards? 

A No. 

Q What is the next item in the memo? 

A Safe deposit box, brokers. 

Q Excuse me, sir. 

A Brokers. And Faggen has a couple, but some 

of this is not in my handwriting; the majority of it 
is not. 

Q What does it say about safe deposit boxes, 

anything? 

A No -- probably just asked him where it was and 

who the brokers were. 

Q Anything else in your handwriting? 

A Ken Hoffman's name is in my handwriting. 

Q Who is he? 

A lie was the partner with Peat, Marwick in 

charge of their audit; but this again is not in my 
handwriting, where the words "partner" and "Peat, Marwick" 
are. 

Q Is that Russo's handwriting? 

A I don't know whose it is. In fact -- there 

is only the safe deposit box, brokers, the "no" and 

Ken Hoffman are the only things that are in my handwriting, 
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The rest of it is in someone else's. 

Q Can you translate what the someone else's 

handwriting says? 

A It is a question of accumulated earnings and 

when they were earned; somebody wrote that in its entirety. 

Q That was somebody working for you on 

the deal? 

A I have to assume that it was. I don't recognize 

* 

the handwriting. 

Q You weren't doing the original work 

yourself, were you? 

A No. 

Q Who was in charge of it, Russo? 

A Russo, and Sokolow and Cannon; they were all 

working on it. 

Q And Russo was the chief accounting 

l 

executive in charge of Sokolow, Cannon and the others, 
wasn't he? 

A Yes. , 

Q And Russo was responsible for gathering 

the data together and making reports to you if they 
found any problems; is that right? 

A Yes. 

Q Now, can you translate the ether notations 
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on there for me? 

A Accounting, who does it, end the answer appears 

to have been Joe Levine, Rose Dogan. 

Q Anything else you can translate on there 

for me? 

A The audit, with PM Q M, no. 

MR. COOPER: Any writing on the back 

of that, Mr. Powers? 

MR. POWERS: Oh, yes, there is some 

writing. 

Q Is that in your handwriting? 

A I can't tell about the word "hotels", 

but the director of -- division controller John Young 

is not in my handwriting. 

Q Who is he? 

A Me was the man in charge of the hotel division, 

audit and work. 

Q In Titan? 

A Yes. 

Q Did he have anything to do with the 

Feggen acquisition? 

A He may have done some work down there during 


24 
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A At 529 Fifth. 

Q How many times did you go into Harold 

Ftggen's premises in late 1968, if ever? 

A Oh, I’d say late 1968 or early 1969 I was in 

there two, perhaps three times, mostly. 

Q How long was each visit? 

A Half an hour. 

Q Did you look at any documents when you 

went in? 

A Not that I remember. 

Q Now, Mr. McIntyre, I show you M-2 again, 

this list of adjustments, showing earnings on the Faggen 
companies of $571,000 jfter the adjustments. 

Can you fix a date when you saw that? 
(Document handed to witness.) 

A No, I couldn't. 

Q Would you say late 1968 or early 1969 

on that, too? 

A No, I don't know. 

Q You don't know when you saw that? 

A No. 

Q Do you know it was in your files, 
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when I first sew this. 

Q Okay. Thank you. Now, I show you 

a memo. 

MR. POWERS: Which we will mark M-S. 

(Memo from J. V. Russo to J. Spence and 
Mr. McIntyre was marked Plaintiff's Exhibit 
M-S for identification, as of this date.) 

Q I ask you if you have seen that memo 

before. 

(Document handed to witness.) 

A Yes. 

Q It shows that it was sent by J. V. Russo, 

doesn't it? 

A Right. 

Q And it was a report sent to J. Spenc 

and to you, Mr. McIntyre; is that right? 

A Right. 

Q And does the checkmark above your 

name indicate that this is the copy that went to you? 

A Yes. 

Q Was that the way of identifying memos 

that were circulating in Titan, that when they went 
to several people there'd be a checkmark on the one 






14G5 

Plaintiff'8 Exhibit 27 


Yes. 


McIntyre 


And what does that memo deal with? 


A The journal entries, on the liquidation of the 

Faggen companies; the transfer of securities; and the 
handling of the tax and -- book entries on the securities 
Q Does this show the instructions that 

Russo sent out as to the handling of those? 


Yes. 


And Russo was giving you a copy of the 


memo? 


Yes. 


So you would know what was going on; 


is that right? 
A Right. 


your file? 


Yes. 


Now, does this memo appear to be from 


Thank you. 


A Let me see the writing on the bottom of this. 

i 

Q Sure. What does that writing deal with? 

Maybe you can translate it for me. 


MR. COOPER: 


First of all, is it in 
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A The bottom pert is not my handwriting. I don't 

I can't read some of it. The difference between 196,689 


and 26S. 

On the schedule of allocation of costs over 
equity, attached to the analysis of Faggen entries, 
represents the U. S. Treasury notes not transferred. 

And the other looks like plan of liquidation, 

Joe Levine, controller of Faggen; Robinson and 
Silverman, and Louis Caster drew up agreement, or 
drew up agreement. I can't tell. 

Q Do you know what that note deals with? 

A Yes, liquidation of the companies, and the filing 

with the Government of the notice of liquidation. 


right? 


And putting them on an accrual basis; 


For opening entry purposes. But that is for 


Titan, where it is liquidated, the old companies. 

Q Now, Mr. McIntyre, did you have anything 

to do with respect to the pricing of the Faggen 
transaction to Titan? 


You didn't play any part in that at all, 


did you? 
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Q Were you told about the pricing that 

went into the transaction? 

A How do you mean "told"? 

Q Well, did you learn anything about how 

the 15,500,000 in convertible notes was arrived at, 
in that transaction? 

A Subsequently I did. But -- 

Q Did you know anything about it before, 

before the transaction closed? 

A No, I was not privy to any of the -- 

Q Negotiations? 

A Negotiations. 

Q And Tony Frank didn’t tell you anything 

about the pricing structure, did he? 

A No. 

Q And did Kaufman tell you anything about 

pricing? 

A No. 

Q Did Ben Robinson? 

A Not to my knowledge. 

Q Did you tell Russo anything about pricing 

structure on the deal? 

A Not that I know of. 
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was Den Robinson's deal? 


Q Were you under the impression that it 

wasn't your job to look into the pricing? 

X Yes, 

Q And were you under the impression that 

it wasn't up to you to check into the veracity of that 
$ 571,000 earnings figure? 

A Say that again. 

Q Were you told to check into the 

veracity of that $571,000 adjusted earnings figure? 


Yes. 


By whom? 


A Tony Frank. 

Q What did he tell you? 

A He asked me to check out, you know, what 

the adjustments were and see how they came up with the 


571. 


Did you get anything in writing with 


respect to those adjustments? 


How did you check them out? 


24 


A 


Talked to Harold about it. 
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talk to Harold? 

/ Not that I remember. 

Q Russo didn't do anything on that subject, 


did he? / 

A Not to my knowledge. 

Q Did you accept what Harold told you? 

y 

A Yes. 


Q What reason did you have in not requesting 

Harold to give you anything in writing on the subject? 

A I knew what the contracts called for as far 

as salaries were concerned. 

Q Right. 

A So that that adjustment would be fairly easy 

to come up with. And funding of the pension, there 
wasn't any problem about* that because Harold said we „ 
were overfunded and/have to pay -- ( 

Q You didn't look into what the funding 

was for prior years, did you? 

A No, I did not. 

Q And you didn't look as to what the 

salaries were for prior years, did you? 

A No, I just looked at last year's tax return. 

Q And what other reason did you not request 
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A The taxes I can determine from the tax return, 

the T $ E. 

q You took his word for the T 5 E? ^ 

A There was reasonable substance to take his 

word on the T E. 

q And did you take his word on the other / 

items, too? 

A Yes. 

q Basically you trusted Harold Faggen, 

didn't you? / 

A Yes. 

q Harold was a CPA at th- -*•. wasn't he? 

A I think so. 

q You knew he was a CPA, didn’t you? 

A I knew at one time he had been. I don’t know 

whether he kept active. 

q Did you know Harold was a lawyer, too? 

A Yes. 

q You had heard that? 

A Yes, I heard that. 

Q And you knew that at the time? 

A I heard that he was. I hadn't seen his 

certificate. 

q And you knew he was a good friend of 
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Ben Robinson's, too, didn't you? 

A I didn't know how friendly they were. I knew 

they were acquaintances. 

Q You took him to be an honest and truthful 7 

man, didn't you? 

A Yes. 

Q And you accepted what he told you orally; 

is that right? 

A Yes. ' 

Q Did Tony Frank accept what Faggen 

told him orally? 

MR. COOPER: I object to that. 

A I don't know. 

Q Now, did Tony Frank tell you that this 

deal was based on Harold having adjusted earnings of 

./ 

about $570,000? 

A I don't know who told me that, if anyone. 

Q But you knew the fact? 

A I knew that they were talking about earnings 

in excess of $550,000, in the general area. 

/* 

Q Right. And you knew that is what Titan 

was looking for in the deal; is that right? 

/ 

A That's right. 

Q Now, do you know of any other working 
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papers or notations that you made, put in your files 
at Titan, in connection with the Faggen acquisition, 
other than what I have shown you? 

A Well, -- 

Q Do you recall anything else in a written 

form? 

A Not without looking in my files. It's been 

a number of years. 

Q Nothing else comes to mind, except what 

1 have shown you so far, these first five exhibits; 
is that correct? 

A There had to be some otherpapers in the files. 

"It wasn't that skimpy, I'm sure, but what they were, 
whether they were memos or work papers or what, I am •• 

I don't remember now. 

Q Now, do you remember discussing an 

accrued vacation pay item with Faggen just before the 
closing? 

A Yes. 

Q Do you recall the magnitude of that item? 

A Not right offhand, I don't. 

Q If I told you it was about $S9,000 

would that seem about right? 

A That would be ball park. 
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Q It was a good sized item, though, wasn't 

it? 

A Yes. 

Q Do you recall discussing that item with 

Faggen before the closing? 

A Not until the day of the closing, as I remember it. 

Q It just popped up on that day, didn't it? 

A Yes. 

Q It showed up from your review of the 

Faggen balance sheet, didn't it? 

A Yes. 

Q What it was was in effect a liability 

for accrued vacation pay, that hadn't been disclosed 
until the day of the closing; is that right? 

A Well, we didn't get the balance sheets until just 

a few days before the closing. 

Q All right. Now 

A I don't think it was a matter of disclosure. 

Q I'd like you to explain to me what 

accrued vacation pay liability means on the balance sheet. 
A It means you owe for some employees for vacation. 

Q And if it's been accrued over more than 

one year, it represents a charge against income for 
each year that it's been accrued, doesn't it? 
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Q In other words, vacation pay is just 

like any other pay? It's a charge against income; right? 
A Yes. 


Q It is one of the deductions from gross 

revenues used to reach income, isn't it? 

A Yes. 

Q All right. Now, did you ask Faggen 

whether he had made an adjustment downward in his 
four years earnings figure to reflect this vacation 

t? 

pay accrual? 

A Not to my recollection. 

Q Did you make any attempt to adjust the 

figures downward based on that accrual? 


/ 

/ 

/ 

/ 


A No. 

Q Did those vacation pay accruals show 

up on any of the adjustments you saw before the deal 
was closed? 

A I just don't have any recollection about it 

until right before the closing. 

Q Before you left Titan, did you have any 

suspicion that Mr. Faggen had misled Titan on his 
adjusted earnings figures? 


A 


No. 



1475 

Plaintiff’s Exhibit 27 

McIntyre 


60 


A No. 

Q Did anybody in Titan ever speak to you 

about their suspicion of' feggen having misled them 
on his adjustments figures? 

A No, not that I recollect. 

Q And when did you leave? 

A In July of 1969. 

Q Did anyone from Titan ever call you after 

July of 1969, anyone in the company, to indicate they 
were suspicious about Faggen's adjusted earnings 
figure? 

A Not that I remember. 

Q You never had any inquiry on that subject 

until Mr. Faggen himself called you to appear as a 
witness in this lawsuit; is that correct? 

A That is my recollection, yes. 

Q Did you hear any rumors, or did knowledge 

come*to you, other than through an employee of Titan, 

as to their being suspicious of Faggen during this 
period following the acquisition? 

A I had heard about the possible lawsuit. 

Q When did you hear about that? 

A I think I read it in the Wall Street Journal 


one day. 
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Q Then you read about the lawsuit; not 

the possible lawsu.lt, right? 

A Either that or in the proxy statements that 

I get. 

Q And that is the first you read about it; 

is that right? 

A I think it was. 

Q And you never heard a word on that subject 

before reading about it in the newspapers or the proxy 
statement; is that right? 

A I think so. 

Q Now, to your knowledge, did Titan rely 

on this pro forma net income presentation, which is 
the third page of McIntyre-1? 

e 

(Document handed to witness.) 

A How do you mean "rely"? 

Q Did reading and understanding play an 

important part in Titan’s decision to buy the Faggen 
companies? 

MR. COOPER: I am going to object to 

that. 

The witness has already testified that 
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calls for a legal conclusion. 

MR. POWERS: All right, let me ask the 

question to you another way. 

Q Now, Tony Frank saw this memo, didn't he? 

A I have to assume that he did. 

Q Is that Tony Frank's handwriting on 

there, "includes investment income"? 

A I don't know. I don't remember Mr. Frank's 


handwriting. 


with you? 


Now, did Tony l tank discuss that memo 


A I can't remember any detail discussions. 

Q Well, did he discuss the basic import 

of it, the $571,000 figure? 


Yes. 


as being real. 


And did Tony Frank accept that figure / 


MR. COOPER: I will object to his 


testifying as to what Tony Frank accepted. 

Q Did Tony Frank indicate to you that ho 

didn't believe the figure? 

MR. COOPER: I will object to that. 






1 
2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 

I 


14.8 

Plaintiff's Exhibit 27 

McIntyre 63 

about the reality of the figure of $571,000? 

A My recollection is that, you know, check this 

out and see if it is reasonable. 

Q So, so far as you know, Tony Frank 

/ 

accepted the figure after you checked it out? 

MR. COOPER: He didn’t say that. Just 
a moment. He didn't 

Q At any time did Tony Frank say to you 

that he didn't accept that figure? 

A Not to my knowledge. 

Q Did you accept the figure as reasonable? 

A After my discussion with Faggen it seemed f 

to be in the ballpark, yes. 

Q Now, after the acquisition did Faggen 

continue to resist having Peat, Marwick come in to audit 
his books? 

A We never discussed it after that. 

Q From then on, you let his internal 

people do it, and Peat, Marwick never went in there; 
is that correct? 

A Well, we had our people to do a lot of the work. 

Q Yes, but the chain of command was Levine 

would prepare it internally and then supply it to 
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you would pass on it last; is that correct? 

A Well, we would go back and check all the figures 

through Warren 6 Company, who were in there working, 
too, as I remember. 

Q All right, and Peat, Marwick didn't go 

in there at all, did they? 

A No. 

Q And there was never any attempt to 

audit earnings for the period before the cutoff 
date for the acquisition; is that right? 

A Not while I was there. 

Q Now, did you report some conclusions 

on the contract documents and the financial statements 
of Joseph Warren to the executive committee of Titan, 

just before the acquisition? 

MR. COOPER: Can I hear that question 

read back, please? 

(The pending question was read back by 
the reporter.) 

A Nothing on the contract documents that I remember. 

Q What did you report on the financial 


/ 


statements? 
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Did you talk about the discussion you 


had had with Faggen on his adjustments? 

A Not that I remember. 

Q Now, what discussions did you have 

with Tony Frank at or about this time, on the subject 
of Faggen's adjusted earnings? J 

A I related to him the pension adjustments; salary 

adjustments; the taxes; and that there was a T t, E 
adjustment of some amount which would be impossible / 

to determine to a finite degree. 

Q What else did you tell him? 

A Checked the tax returns and that other than 

that, and -- outside of accounting income when it all 
added up, it came within the ballpartk and seemed to / 
me to be what the projections were, and pro forma -- 

Q Did you make any review of the items y 

on Exhibit M-2, and attempt to reconcile them with 

what Faggen had told you? 

(Document handed to witness.) 


Did you accept these as pretty much 


carrying out what Faggen had told you? 
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He's already testified with respect to that, 

Mr. .Powers. 

Q Well, do you recall going over these 

specific adjustments with Faggen? 

A No. 

Q Do you recall discussing with Faggen 

whether these were the adjustments he was referring to 
in his oral conversations with you? 

A No. I don't know when I even got -- saw 

this for the first time. And -- 

Q I asked you to look at this document, 

and my question to you, as you read it, is: Do 

these seem to be the adjustments that you talked about 
with Faggen? Starting as per tax return 288499. 

A No. Some of them are; some of them are not. 

q Did Faggen identify for you any differences 

between this and the adjustments he was talking about? 

A I don't think I had this document at the time * 

when we were in negotiations or prior to closing. 

I just don't remember when I first saw this- document. J 

MR. POWF.PS: bet's take a break. 

(Short recess taken.) 

0 Now. taking you back to the fall of 1968- 
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with Tony Frank on the Faggen acquisition? Were there 
any other discussions you had with him that you haven’t 
told me about? 

A Not that I can remember. 

Q So your testimony today covers your 

best recollection of every word you and Tony exchanged 
in substance on the Faggen acquisition; is that right? 

MR. COOPER: Now, you say "every word" 

and "substance!'. He hasn't testified to -- 

MR. POWERS: I said "best recollection", 

what they were saying to each other. I know 
it is a few years back. 

Q I just want to make sure we have covered 

every conversation to your fullest recollection. 

Now, have we covered every conversation? 
A ' To the best of my recollection right now. 

Q Now, you have testified that you had no 

conversation with Kaufman on the subject of the Faggen 
acquisition; is that right? 

A I believe that is correct. 

Q So you didn't talk to Kaufman at all 

on that acquisition? 


A 


Not that I remember. 
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in any respect in the fall of 1968? 

A Not that I car. remember. 

Q Did you have any discussion with Ben 

Robinson on Faggen and his companies? 

A Ye'. 

Q When were those discussions, would you 

fix a time frame? 

A 0h p well, it would have been before and 

after the board meeting of October, and up to the time 
of the closing. 

Q All right. Let's try to find out what 

transpired in those conversations with Robinson in a 

I 

chronological sequence, to the best cif your ability. 

Now, what did you talk\about with him 
in the conversation before the board melting of 
October 9? \ 

A Something around the fact that Kaufman was 

supposed to come in and talk to Harold ai.out the 
possibility of buying his companies. 

Q Well, that was in or about August or 

September, wasn't it? 

A Yes, it would be before 

Q The heavy negotiation? started? 
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Q Did Robinson say anything else to you 

on that subject? 

A No. 

Q Did you talk about the earnings of the 

Faggen comnanies? 

A We didn't know what they were at that point 

or, at least I didn't. 

Q Anything else Robinson said to you on 

that subject? 

A Not that I remember. 

Q All right. Now, when did you talk 

about it next with Robinson? 

A Just before the board meeting. 

Q And what did he say to you at that 

meeting? 

A He told me what the price looked like it was 

going to be, and -- 

Q What did he tell you on that subject? 

A And it looked like it was going to be five 

million the value one time was $5,750,000 and we 
got $5,500,000, and it would be aosw* convertible 
stuff rather than stock. 

Q Did he tell you why it was cut from 


$S,7S0,000 to $5,500,000? 
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Q What did you say? 

I said, fine, if it produced income. 
Q Let's go. 


Did he say anything else to you in that 


conversation? 


Not that I remember. 


Q Now, when was the next time you talked / 

to Robinson about the deal? 

A Oh, several times becween then and when / 

the deal was closed, because his firm; was drafting the 
documents for it, and I wanted to see what some of the 
substance was and what the timing was going to be. 


What did he tell you during that period, 


if anything? 


A Nothing except for --to keep me abreast of 

what the documents were developing into. 


Did you tell him anything about what you 


were doing? 


Well, I wasn't doing too much at that point. 

Q Did you tell him anything? 

I don't remember -- I don't remember I told him 


anything of substance. 


iT 
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Harold's adjustments to reach the $571,000 figure? 

A I may have. ^ 

Q Do you recall what you told him about it? 

A If I did say anything, probably the same thing / 

I told Tony -Frank, you know. 

Q They seemed to be there? j 

A Yes. 

Q Anything else that you spoke about with 

him on the Faggen transaction? 

A No. Not that I can remember now. 

Q Do you remember any other conversations 

with Robinson on the Faggen transaction? 

A No I ** that sums it up. 

Q Did you talk to anyone else at Titan 

about the .Faggen transactions? 

A Certainly I talked to Russo. 

Q What did you tell Russo? 

A That we were -- it looks like we are going to 

acquire the Faggen companies. And we discussed the 
handling of the accounting, and the taxes and liquidation 
and the timing. All the usual things you go through. 

Q Did you discuss the $571,000 of adjusted 


earnings with him? 

A I may have. But I don't know. 
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Q And did you have any discussion with 

else ii Titan before the Faggen acquisitions? 

A Frank, Russo and members of the accounting 

staff, you know, they were in on the tax discussions, 
you know. 

Q No one else? 

A That I can remember* I may have discussed 

in general with some of the other officers of the 
corporation. 

Q Did you discuss it with any of the * 

directors? 

A I don't think I have any recollection of that. 

Q And do*you recall any discussions with 

Faggen other than the ones you have testified to? 

A No, I don't. 

Q Is the record complete so far as you 

can recall on everything you said to Faggen, and 
Faggen said to you, during this period? 

A As far as my recollection goes. 

Q You understand we are trying to get at 
the substance of what was said? 

A Yes. 

Q I didn't expect you to remember every 

word. But do I have the substance on the record here? 
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A I think so. 

Q You haven't left anything out about 
what Faggen said to you, have you? 

A Not that I recall, no. 

Q And you haven't left anything out of 

what you said to Faggen, have you? 

A Nothing of substance that I can remember. 

Q Now, do you recall shortly after the 

acquisition hearing that Sol Taber had gone off with 
a large group of the Faggen companies' clients? 

A The name doesn't sound familiar. 

Q Do you recall a dispute with Leonard 

Townsend right after the acquisition as to their taking 
away business? 

A Yes, there was something that came up, but I 

was not in on that side of it. 

Q Do you know anything about that dispute? 

A Not really, no. 

Q Now, when you were talking to Faggen, 

did you ask him about the growth of his business in 
terms of additional clients? 

A I may have. 

Q Do you recall what he told you about it? 


2S 


A 


No, l don't. 
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Q I show you Exhibit B :o the memo describing 

the company, which is Exhibit A to the complaint. 

It is titled Analysis of Clients. 

Do you recall seeing that back in the 

fall of 1968? 

A No, I don't. 

Q Do you recall any discussion on that 

subject in the fall of 1968? 

A No. 

Q In your discussions with Faggen, did 

he tell you that he had lost any clients in 1968? 

A I don't remember it being discussed. 

Q You don't remember his mentioning anything 

about losing clients, do you? 

A No. 

Q In your discussions with Faggen, did 

he talk about his computer skills and capacity? 

A Yes. 

Q What did he tell you on that subject? 

/ 

A He was telling me what equipment he had, and 

what he would like to add. 

Q Did he tell you. 

A If he had the ability to do it. 

Q Excuse me? 
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A If he htd the ability to do it. 

Q You mean the money to get the equipment? 

A Yes. 

Q What did he tell you about the professional 
ability in his firm? 

A I think he felt that it was adequate to good. 

Q Did he tell you that they bnd a program 

for a completely automated union offled? 

A I don’t remember that. 

Q Did he tell you that he had a very sub¬ 

stantial client and he expected the fees from this 
client to pay all the development costs for that program? 

A I don’t remember that. 

Q I show it to you in the memo, which is 

Exhibit A to the complaint, and ask you if Faggen's 
statements in there refresh your recollection as to 
whether you talked about it with him. 

A Where did this come from? 

Q This is the memo to which Exhibit A 

that was in your files is annexed. This is the written 
form of it. You see, that is Exhibit A to the complaint. 

If you want to see a better copy of it, 

Mr. McIntyre, I will give it to you. Here is a better 
copy, Mr. McIntyre. 
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Why don't you read that whole thing. 
(Pause) 

MR. POWERS: Let the record show the 

witness is examining the confidential memorandum 
which is Exhibit A to the complaint. 

(Pause) 

Q Have you read this? 

Yes. 


MR. COOPER: There is a pending question, 


Mr. Powers. 


Q Do you recall -- 

MR. COOPER: Mr. Powers, - - 

MR. POWERS: I remember the question. 

I will ask it again. 

MR. COOPER: All right. 

MR. POWERS: All right, read it from the 

record. 

(A portion of the record was read back 
by the reporter.) 

Q Now, does that refresh your recollection 

a3 to whether you talked about Faggen's computer capacity 
and his program at that point? 

A 


Yes, we did discuss it. 

Q All right, now, in substance, did Faggen 
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tell you that they had programmed a completely automated 
union office? 

A I don't remember that far. 

Q Did he tell you that they had a very 

substantial client and that they expected the fees from 
his client to be sufficient to pay all development costs? 
A I don't remember that. 

Q All right. What did he tell you on 

the subject of his computer capacity? 

A He was telling me that he had a 360-20 and 

I am not that familiar with computers, so that it 

sounded impressive, but 

q Did he tell you that he was in the 

process of programming completely automated pension 
plan calculations? 

A Not that I remember. 

Q Did he talk about providing those services 

to stock brokers, accountants and lawyers? 

A I just can't remember that we discussed that. 

Q All right. Now, did he tell you who 

had founded his business? 

A Not that I remember. 

0 Did he ever mention the name David Ramsey 


to you? 




1493 

Plaintiff's Exhibit 27 


Tlclntyre 


Not that I recall. 


Q Were you led to believe that this business 

has been founded solely by Harold Faggen? 

A I didn't even ask for where he started. They 

were just there. 

Q Now, do you recall anything else about 

these conversations with Faggen prior to the acquisition? 

A That he hoped to get some additional floor space, 

I remember that, and that refreshed my memory on that. 

Q Did he lead you to believe that the expansion 

of the computer business was a big thing with him? 

MR. COOPER: He hasn't testified that 

there was any discussion about the expansion. 

Q Was getting another floor in order to expand 

the computer business? 

A I don't remember what the purpose was, whether 

it was -- to put in another computer or what -- 

Q Were you left with the impression that 

the business was flourishing and growing at the time? 

A I felt that it was very good business. 

Q And did you feel that he was getting new 

clients all the tine? 

A I don't know whether we discussed that aspect 


25 


at all 
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Q Do you recall any other discussions with 

Faggen at this time? 

A No, I don't. 

Q And you have told me about every discussion 

with Faggen you can recall before the deal was closed; 
is that right? 

A To the best of my knowledge. 

Q There is nothing else that you can remenber 

his talking to you about before the deal was closed, in 
connection with the Faggen companies the business 
or their finances, or their earnings, or their adjustments; 
is that right? 

A To the best of my knowledge, yes. 

Q And you have no written memos, notations, 

diary entries, accounting statements or anything else 
of that nature, in your possession relating to the Faggen 
companies; is that right? 

A No, I turned them all over to our successor. 

Q You don't have a single piece of paper with 

any writing on it by you or your successors or anyone 
else in Titan with respect to the Faggen acquisitions; 
is that right? 


MR. 

You 


COOPER: 
don't have 


Will you repeat thu't question? 
a single piece of paper in 


Q 
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your possession, that you wrote on, or that you obtained 
from any of your successors in Titan or from your 
subordinates or from your superior officers, that in 
any way relates to the Faggen acquisition? 

A Outside of what I have gotten copies of in this 

lawsuit, I don't know of anything. 

Q You didn't bring any papers to the lawsuit 

or to Mr. Cooper, did you? 

A N I. 

Q You didn't deliver a single writing to 

Mr. Cooper, did you? 

A Not from my *- of my files. 

Q What writings did you deliver to him, 

if any? 

A I brought him back the affidavit. 

Q Nothing else? 

A No. 

Q What I am trying to determine is whether 

you have any information that is even remotely connected 
with the issues in this case, other than what Mr. 

Cooper gave you. 

A No, I don't. 

Q You don't have any such material of your 

own? 
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A No. 

Q Now, did you have any conversations with 
respect to the Faggen acquisition, with Michael Rosen? 
A Yes. 

Q What were those conversations about? 

A Primarily the contract that was being drafted. 

Q He was drafting a contract for Robinson's 

law firm; right? 

A Yes. 

Q Did you talk about Paggon's adjusted 
earnings with Michael Rosen? 

A No, I had no -- 

Q No reason to? 

A No reason. 

/ 

Q So far as you know, did Rosen know 

anything about those adjusted earnings? 

A I -- if he does, I am -- 

Q As far as you know, did Rosen know 

i 

anything about this pro forma income statement we have 
been talking about? j 

A Not as far as I know. 

Q Did anyone in Robinson's firm, besides 

Robinson and Rosen, work on the Faggen deal? Did 
you deal with any other lawyer? 
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A I think Allen Aronsohn. 

Q Was he in on any drafting of it with the 

draftsmen? 

A I an sure it was from the tax standpoint, because 
he is a very good tax attorney. 

Q And was he acting for Faggen at the time? 

A He was acting for Titan. 

Q Well, who had tax problems in the deal? 

A Well, we were trying to make it a tax free 

exchange. 

Q For Faggen? 

A For Faggen, yes. 

Q So Allen Aronsohn reviewed the papers 

to make sure that the transaction suited Faggen's 
need; right? 

MR. COOPER: You are asking him -- 

A This was part of the deal, no, there would be a 

tax free 

MR. COOPER: I object to that. You arc 

asking tho witness to testify as to what a lawyer 
wos doing, and he doesn't have any idea of 
what he was doing. 

MR. POWERS: Why don't you let the witness 

say that instead of you. 
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MR. COOPER: He said he didn't know what 

he was doing and you are making a suggestion that 
he was acting for Faggen. He testifies that 
he was acting for Tit . and you are suggesting, 
and the witness, not being skilled in this thing, 
probably responds to your question in order to 
help you. 

I think it is unfair to ask the witness 
to do that. 

MR. POWERS: Are you finished with your 

oration, ny good friend? 

MR. COOPER: Almost. 

BY MR. POWERS: 

Q Now, Mr. McIntyre, do you recall discussing 

the Faggen transaction with Si Sheib, Simon Sheib? 

A I met Si over at Robinson's office once or twice 

during the negotiations, but -- I don't remember 
discussing it with him. j 

Q Did you discuss the pro forma earnings of 

Faggen in Sheib's presence? 

A Not that I remember. 

Q Did Sheib know about the pro forma earnings 

presentations to Titan, as reflected in anything you heard 
Sheib say at the meetings? 
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MR. COOPER; I will object to the form 
of that question. 

Q Do you recall Sheib saying anything in 

meetings about the pro forma earnings statements of Paggen? 
A No. 

Q Was that subject discussed at all in your 

presence by the lawyers? 

A Not that I remember. 

Q You don’t recall a word about this Exhibit 
A to the complaint being discussed by the lawyers, do 
you, in your presence? 

A No, I don't. 

Q And were there any negotiations on it, 

as to whether it should be in the contract or not in 
the contract? 

A I don't know, because I wasn't in negotiations. 

Q But in the negotiations where you were r 

present or in the meetings where you were present during 
this period, do you recall any discussion at all about 
Exhibit A to the complaint? / 

A No. 

I 

Q Now, Mr. McIntyre, was there anyone else 

involved in the Faggen transaction that you recall 
havingdiscussions with at the time this was entered into? 
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We heve talked about Kaufman; you said 
you didn't talk to him. We have talked about Russo 
and your subordinates; we have talked about Tony Frank; 
we have talked about Faggen, Robinson, Michael Rosen, 

Si Sheib, and you have mentioned ARonsohn looking into 
the tax aspects of it. 

Did you discuss any of the business 
aspects of it with Aronsohn? 

A No. 

Q Did you discuss the earnings with Aronsohn? 

A Not that I remember. 

Q Do you recall any discussion on the pro 

forma income statement with Aronsohn? 

A No. 

Q All right. Now, I have ticked off 

the people you recall talking to or not talking to. 

Is there anybody else you recall talking 
with* at that time? 

A Not specifically, I can't. 

Q Do you talk to Joe Warren? 

A No. 

Q Did you have any conversations with Joe 

Levine? 

A I don't think I did. I think Russo handled 
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anything there. 

Q Did you have any discussions with any of 
Faggen's employees -- Stewart? 

A No. 

Q Taber? 

A No. 

Q Rose Dogan? 

A No. 

Q So have you told me about every person 

that you can recall discussing the Faggen transaction 
with at the time it was entered into? 

A To the best of my knowledge, yes. 

Q You have told me about every conversation 

you can recall with each of those people; is that right? 
A To the best of my recollection. 

Q Do you want to go over any of them 

again to make sure that we haven't omitted anything? 

We have talked about all your conversations with 
Faggen; is that right? 

A Right. 

Q And all your conversations with Kaufman, 

which you say were almost no conversations? 

A Right. 

Q And all your conversations with Ben 
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Robinson; is that right? 

A Yos. 

Q Wo hsvo covered ell your conversations 
with Tony Frank; is that right? 

A Yes. 

Q And all your conversations with Aronsohn 
and Rosen? 

A Right. 

Q Did 70 U have any conversations with Rose 

Dogan? 

A I don't think I ever net her. 

Q Are there any other facts relating to 

the Faggen acquisition that have cone to your mind 
as we have been going over this in great detail and 
your notations that I haven't specifically asked you 
about, that cone to nind now that you refresh your 
recollection? 

A I can't think of any. 

Q Is there anything about the transaction 

or your investigation of it that I haven't asked you 
about? 

A No, I think you have been pretty thorough. 

Q You don't feel we have left anything out. 


do you? 
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A . No. 

Q And have you tried to recall every single 

conversation on the subject you had with anybody? 

A Yes, 1 have. 

Q And there are no written materials at all 
in your possession, are there? 

A No. 

MR. POWERS: I think we are finished, Mr. 

* 

McIntyre, and I appreciate your cooperation and 

i 

I appreciate your counsel's cooperation. lie is 
one of the few lawyers in New York whom I almost 
never fight with at depositions, because he makes 
sincere objections and doesn't try to 
obstruct things as we go through things. 

(Whereupon, at 12:05 p. m. the examination 
was adjourned.) 



25 




o 



15U4 

Plaintiff'$ Exhibit 27 




89 

f 

INDEX 


WITNESS 


PAG 

RICHARD K. 

McIntyre 

3 

' V. 

EXHIBITS 


PLAINTIFF’S FOR 

IDENTIFICATION 


M-l 

Material from files of 

Titan Group, Inc., listed 
under name of Richard K. 
Mclntyre-Faggen Trans¬ 
action 

28 

M-2 

List of adjustments with 
respect to the operations 
of the Faggcn companies 

32 

M-3 

Document 

36 

M-4 

Memo from the pad of 

Richard K. McIntyre 

40 

M-5 

Memo from J. V. Russo 
to J. Spence and Mr. 
McIntyre 

49 






1505 

DEFENDANT'S EXHIBIT A—MINUTES OF 1970 TITAN BOARD MEETING 

424a 

EXHIBIT 0, ANNEXED TO REPLY AFFIDAVIT OF HAROLD FAGGEN. 


Con1.1 nuntion of Llic Annual Meeting of the Hoard of Directors held at the 
office of Hie corporation, 529 Fifth Avenue, Now Voile, H.Y., Wednesday, July 
15, 1970, at 2:30 l'.M. 


VKKREKT; 


Samuel N. Bergman 
A. Robert Doll 
Avon Drost 
Ccorge F. Duthic 
Harold Fnggon 


Alfred M. l'ragcr 
Robert J. Frnnkcl 
Edmund M. Kaufman 
Benjamin M. Robinson 
Ronald Roscnfcld 
John C. Spence 
Benjamin Weinstein 


.tlso present were Jack L. Farley, John J.Cost, and Lester A. Kaufman. 

> • 

• Mr. Edmund Kaufman acted as Chairman of the meeting and Lester Kaufman as 

• * 

Secretary thereof. 

i « • 

The Secretary presented to the meeting a copy of the notice thereof that had 


b::cn sent through the mails, or delivered by hand, to these directors together 
with an affidavit relating thereto. The Chairman directed that said notice and 
affidavit be filed with the minutes of the meeting. 

Mr. Kaufman convened tho meeting and distributed a memo entitled "Status 
Report for Presentation to Board Meeting, July 15, 1970" (copy attached).* 

This report was submitted to the Board by i.es officers, Edmund M. Kaufman, 


Chairman, John C. Spence, President, Benjamin Weinstein, Executive Vice President 

Finance/Operctions, and Lester A. Kaufman, Vice President and Secretary. 

• • 

The Chairman stated that it was not necessary to read the memo at this 
sitting, that he would talk on its contents, and commenced to focus on the 
historical aspects of the organization over the past three years, outlining the 
following areas: abandonment of properties, in specific, M?rott Hotel, Colonial 
Motor Inn, and the Parliament House, which he indicated that $4/5,000,000 hod 
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exhibit o, annexed TO REPLY 


had 


l:o bo nh.iudoiH'd. 


AFFIDAVIT OF HAROLD FAGGEN 


. 7hr? Chairman tin: rowp.my 1 c involvi-mcnt in llie* auto rental 

business and the underwriting insurance Ini:;incss (Coinpasr. Insurance) in 196/ 
which, combined, produced a net loss of approximately $1,000,000 in cash, lie 
then indicated that just prior lo his administration, the company entered into an 
acquisition of the Faggen companies which resulted in $5,500,000 of debt which 
ho did not think the Faggen Companies would ho able to make enough profit to pay 
the Intercut on, lie qualified this statement by stating that the Faggen organ* 
ligations' decline In earnings was attributed to decisions to invest In that 

p • • • # 

'organisation's future in the data processing area. 

The Chairman.then traced his own history in the organization stating that 

he believed that the role that was designated for him, both prior to and after 

his chairmanship, was in the acquisition area. Ho then evaluated the 

acquisitions that have been made since June, 1969. He considered all of them in 

a favorable light, with the exception of the Harvey Insurance Agency. He 

: elected that the earnings of Titan for the calendar year 1970 should be better 
• • • 

than those for 1969, even excluding Yosemite, and he felt that the calendar year 

1971 would he even better, lie then outlined the current each crisis that the 
• • • . 

corporation was in, indicating that the bulk of the cash that the corporation har. 
generated in the px&ious 18 months has been invested in four land development 
programs. Long Island, Yosemite, Shasta and West Palm Beach. He further stated 

that each of these programs has a profit potential. He also outlined the areas 

• • 

t.’here the corporation might be able to receive additional financing: 

. 1) The sale of the Golden Triangle, which would generate $2,500,000, 

2) The sale of the Biue Cross, which would generate $670,000, 

• ’ • 

3) The sale of the Crosvenor House, which untilri dmcmt'o £610 non 
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TITAN GROUP, INC. 

Statu:; Report for Pr arson tot ion to 
. Hoard Meeting, July 15, 1970 

In liyht of the critical, etato of facte existing 
nt the current time and in order better to inform 
members of tho Board of Directors an to management 'o 
thinking and proposals, management hereby submits tho 
following: 

i • 

1. History and current position . The company 
historically has been primarily an owner-operator of 
developed income-producing properties as well as an 
operator of an insurance agency and brokerage business. 

The company suffered significant financial costs and losses 
in connection with certain pC its properties (i.e., 

Marott Hotel in Indianapolis, the Colonial Motor Inn in 
Binghamton, Parliament Inn in Orlando), abortive 
ventures in steel importing, car rental and insurance 
underwriting. Commencing in tho latter part of 1960, 
the company expanded its operations by acquisition of 
a group of actuarial companies, several insurance 
agencies, a'nd a number of housing and construction--, 
companies. During the last six months of I960, the company 

A 

also expanded its previously small involvement in land 
development by making investments in several additional 
development projects (Madera County-Yosemito, Shasta 
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County, Wont 1’nlm Jlcauh-Shadow Lakes) . Ml of the 

. • ' 

acijoir.lLion:;, with the exception of the actuarial 

• • ' • 

companion, were accomplished by the issuance of common 
stock* 1 


All of the acquired companies have been and continue 

to profitably. with the exception of the 

. . • 

Harvey Insurance Agency, which, together with Titan's 

previously existing Loo Angolco agency, has been suffering 

small losses* Many of the previously owned real propertied 

have boon disposed of and the balance uro generally , 

• ■ ‘ * • , • 
earning a substantial amount and are throwing off a 


cash flow sufficient to amortize all.mortgage indebted¬ 
ness and to provide some cash to cover corporate ovor- 


$3,000,000 




head. 

# . 

Titan's current investment primarily in four 
• * ' • * • • 
development projects total approximately $6 million, 

an £oiictfnt , • • • '*>* ' 

:• • . • . i 

‘ j* ’ Yosomite ' * 

• • * 

• Shasta 

% Shadow Lake3 

• • 

* Long Island-Farbor 
Of the above developments, the oldest is the Long 
Islond-Farbcr joint venture and represents an invent- 


• *f 
I 


I f 

• i 


‘ 000,000 
1 , 200,000 
1 , 000,000 


I,-;: 


'•l 


ment in to be clevclopcd'rcoJdential nnd coracercinl proportion. 
The only develop*.,* currently pro,h.clin C any incowc or revenue* 
io the 12,000 ocrc* 


i 
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development in Shasta Comity. Salon have boon exceedingly 

kIow nncl down payments «ro merely sufficient to cover 
sales costs. Accordingly* there has been no cash flow 
from tliJ.r. project* although approximately 20" to 25t 
of the total project has been sold . The subdivision 

map regarding the Yonemite project has been filed and 

recorded and the company is currently awaiting tho PUC 

’* • 

•* , 

and the Division of Real Estate reports so as to 
• • 

enable the commencement of sales. , 'flic Shadow Lakes 
development is also apparently on tho verge of tho 

9 * 

commencement of calcs subject to final agreement with the 
County of Viest Palm Beach regarding tho water system 
and tho obtaining of a certificate of occupancy for 

a* 

some portion of the units. , • 

# 

In summary, 1 the company is in the position of having | 

- * • • 
generally uniformly profitable operations but is in a poor 

cash position almost entirely as a result of the 

continued capital investment in the four development 

projects discussed above.' • , . 

It is tho belief of management that the long range 

future of tfitan lies in the direction of expansion and 

' ' • 
growth in the housing and construction fields and 

the financial services field centering around its 

insurance agencies and actuarial companies. Management 

• t • . * ‘ ’• 

. i • . • 

believes that tho company docs not now have the financial 

•» i 
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resources to engage in or tensive; .lend ildvcluiwnl.o 

comparnble to tho yonciuito project. 

• • 

2 . Proposa l s ond f:urront_nct_iv.-itj;*Ui_jjPI *^ 1 !inc: Jlj iillS. 

some . Titan's greatest need is for nn immediate 

influx of cash to enable it to resolve its intermediate 

and long-runye problems on a reasonable basin and. 

without the necessity of subjecting itself to significant 
• 

sacrifice of future potential. Management has been 

attempting to resolve its immediate liquidity problems 

•* • * 

through various routes: 

(a) Dank in g . primarily throutjh the efforts of diN,nt °. 

operational people, lines have been established for. 
local operations at banks in Louisville and Now Jersey. 

In the past few months substantial loans have been 
obtained and/or renewed with The Chase Manhattan Bank, 
Franklin National Bank and the Exchange National Bank. 

t 

Recently tentative additional renewals have been obtained 
with the possibility of additional financing on a secured 
basis still open. Management has attempted to scciirc 
:* a substantial open bank line with various banks including 
thore itenttoned but with particular reference to the 

"Bank of America and the Union Bank, both in Los Angeles. 
Discussions with the Bank of America arc still continuing. 

• (b) • p ispor. i tion of owned dove ! op ed proper ties . 

A program to dispose of developed properties Was instituted 

• • . . • 
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approximately two yearn ago. During i.I»r past year, the 

»• 

market for income producing real proportion him conoid- 

• • • 

crabl.y nofto.ncd. The limited availability and high coot 
of money lino made it extremely difficult to dlnposc of ,. 

properties at other than distressed terms. The company 
has been tinder contract to dispose of three of its hotels • 

(Golden Triangle, Key to American and Riveroidc) to Norman Groh 

• ' . 

■ i •. 

oince approximately November of 1969. Such aalo, if conaum- 

, i 

mated , would have remitted in approximately $2.5-3 million 

in cash being received by the company. Mr. Groh haa had 

significant problems both in obtaining Holiday Inn approval 

and the necessaru financing. \c have recently been informed 

that cuch problems have been surmounted and a closing for 

at least the Golden Triangle is* currently (scheduled for the 

week of July 20. In addition, management currently believes 

that the orIo of the Blue Crocs Building ( to gcncrato in excess 

of $650,000) will be consummated by the end of July. Finally, 

serious negotiations arc under way with respect to the Grosvcnor 

House in Seattle. None of the foregoing is assured although i) 

management believes that there is a reasonably high degree 
, . i 

of probability, at|least as to Golden Triangle, that onc or 

’ •* I ' • • 

marc oalco will occur. In addition, management .has been 
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engaging in negotiation:: with a largo variety of poten¬ 
tial buyers for. virtually all of the owned properties 
including discussions with Mr. Louis Tickr.l in Denver 
and, through on intermediary, with the Manger Hotel chain. 
■Management has also . .discussed^ the disposition of 

part or all of the Long Island development project to 
•- • * 

Shapoll Industries. ' , 

. * 

In summary, it is fair to say that disposition 

of owned real properties at u reasonable price would be 
* • 

.the ™>st advantageous method of meeting Titan’s immediate 
cush problems at the least sacrifice and with essentially 
little or no adverse effect on Titan's future potential.' 

(c) Disposition of Yosemitc project . Manage¬ 
ment has mado a continuous'effort to attempt to finance 
or dispose of the Yosemite project under circumstances 
which would be reasonable if not extremely advantageous 
to the company, it has been management's continuing 
belief that such disposition was not feasible until all 
6innl governmental approvals are received and the 

* I 

project war. potentially in a sales posture. In any 
event, given the imminence of such circumstances it lias 
appeared advisable to proceed on such assumption. 

Serious discussions and negotiations in varying degrees 

have already commenced with a largo number, of potential 

* • * 

joint venturers and/or purchasers including American 
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Stamford, Dart Industries, Occidental Petroleum, GAC, 

Car, subs,Intcrnnlinnnlfoper and Forest Lawn. Management 
believes that within the immediate future, such nego- 
^•iotions will culminate in a transaction which will, 

at the least, relieve the company of the burden of 

•* • 

future expdnditures in tho Yosemito project and will 

•hopefully re turn', to the company a portion, if not all, 

of the prior expenditures heretofore made. Management 

believes that such a coursa of action with regard to 

Yosemito is appropriate despite its evaluation that the 

Yoscmite project may woll^urn out to bo an outstanding 

one from an overall profit viewpoint. 

• • 

^ Private and public sources of capital. 

Management has been engaged in a continuing attempt to 

search out and obtain substantial capital from every 

conceivable source. Negotiations have been undertaken, 

to some extent with the help of investment bankers, 

with a variety of sources, looking toward bbtaining 

long term money in the form of debt, equity or come 

combination thereof. Among the persons or entities 

with v/hom meaningful conversations have been hold and 

are continuing are the following: Edward McDonald ‘ 
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(Denver buslnen?. wail), Herbert Crane (President, Coni luentul 

Finance), Font Motor Credit Corporation, Allstate Insurance, 

*nd Edward ScatII (San Francisco entrepreneur)• Management 

ic currently utilizing the nervicea of tin* investment banking 

firm.-: of Dean Witter, Ncwbue.rgcr Loob, llornblower A Woeks- 

llemphlll, Hoyes and DuPont, Clore. Forgan in attempts to hbtain 

additional capital Irom institutional or venture capital nourccs. 

In addition, management has been in contuct with several REIT's 

and with several sources for European and other foreign funds. 

Finally, management is currently considering, with the help of 

Dean Witter, the advisability of attempting to obtain funds 

* through a public financing (probably convertible debt) in the 

• + 

immediate future. 

(•) Acquisition of capital by mergers . 

Management has been considering'the ponr.ibillty and advisability 
of obtaining substantial capital through the vehicle of a merger 
with a smaller but capital-rich company ns well ns the possibility 
of a merger with a much larger company. Discussions have been 
had during the post several months with Shapcll Industries, Shelter 
Resources (formerly Electronics Capital Corporation), General Port¬ 
land Cctjcnt, Dart Industries, Occidental Petroleum, and IliA. Many of 

i '• 

these discussions have proceeded primarily on the level of 

• • • * 
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obtaining financing through a joint ventures or other 

nrrangesmont with respect to particular projects (such 
os Yosemitc). Management does not believe that this 


possible solution is likely except on a longer term 
basis and, in any event, except under extraordinary 
circumstancesi would be ono of the less, desirable 

• • • 

alternatives. 

• * • . 

• (^) Gonernl Internal problomo . Management le 

cognizant of tlio fact that it is the view of a concensus 

• • . 

of the Board of Directors that additional top level . 
personnel ore desirable. Discussions have onsued with 

regard to employing executive talent for the company 

• •• • * 

generally and with specific reference to the insurance 
agency operations, the actuarial“companies and the 
construction and housing group. » Serious discussions are 
currently under way with Alan Borstein (of Boise Cascade) 
and Prank Zappaln. An executive search organization has 
been employed for the purpose of obtaining personnel 
for the insurance and actuarial operations. 

Some attention lias been devotod towards the 

0 • 

creation of, operations-for the construction and housing 

* I * • 

group in particular. One or more mootings have been held • 
with such persons as Jan Dykman of McClaughry Associates 

and Jim Duffy in Louisville With regard to FHA and other ’ . 

. • 

government subsidized and/or sponsored housing. ' 

There are, of course, a variety of internal ' 
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prob)f.-iir; which ;«».e of loss signif jciiiicc than 
eunscd uliovo but which nevertheless need management's 

attention. 

3. ‘ Summary an d conclu sion. Management believes 
that its program of attempting to generate short term 

• i 

each by tho disposition of real properties and/or the 

obtaining of loans or oquity from tho sources discussed 

above* and the resolution of tho cash flow problems 

• • 

by appropriate arrangements with regard to Yosemite, 

• • • , 

Long Island and Shadow Lakes is reasonable. A favorable 

l 

resolution of Titan's cash and management problems can 
be attained only if maximum management time is available 
for attending to solutions and if maximum cooperation 
from all divisional management is obtained. It is 
essential, for example, th *: reasonable financial 
controls and flow of information bo accomplished imme¬ 
diately. It is impossible to negotiate transactions 
involving large sums of money without reasonably 
precise information in the hand:; of corporate management. 
It" is impossible to maintain flexibility, much less 

viability, if internal sources of capital are not 

• • # 

centrally controlled. Future activities must proceed 
on the basin of mutual confidence and trust. Management 
hereby re-expresses and emphasizes its willingness to 
commit all of its titu*.: and energy to tho resolution 
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of the problem?] and to tho ronliv.ation of what v/c believe 
. * #•• •• • • • • 
to be Titan's inherent potential. ... * 


i 


Respectfully submitted. 


• • * • • 

.'l Edmund M. Koufmnn, Chairman 

. .' John C. Spence, President 
,# • 

•; . Benjmain Weinstein, Executive 

Vice President - Finance-Operations 

• • 

Lester A. Kaufman, Vice President 
end Secretary 


/ 
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Financial Highlight* 

19*9 

1948 

Revenues 

$48,971,000 

$55,609,000 

Income (loan) from operationa before Federal Income taxes 

5 , 519,000 

(101,000) 

Federal income uxes (credit) 

1,788,000 

( 54 ,ooo| 

Income (lots) from operations 

1,7*1,000 

(48,000! 

Per share' 

• -35 

lot) 

Net income 

*< 534(000 

1,771,000 

Per share' 

-51 

.37 

Working capital 

4,001,000 

5,137,000 

Stockholders' equity 

! 7 , 3 * 5 <ooo 

14,408,000 


'Bated on average number of shares of common stock outstanding 11969—4,9)6,741, 1yaa-4.799.974l 
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To Our Stockholders 


The year 1969 was a critical year in your Company's history, characterized 
by a series of developments, which, when viewed from the vantage point 
of future years, should mark the establishment of a base for exciting expansion 
of your Company in the multi-housing, construction and business 
services fields. 

The development of Titan, since the beginning of the year t969, can best 
be understood by noting the following: 


A significant change in the leadership of Titan through the appointment 
of six new principal officers: 

Edmund M. Kaufman, 40, Chairman and Chief Executive Officer 

John C. Spence, 40, President and Chief Operating Officer 

Benjamin Weinstein, 47, Executive Vice rresident-Finance/Operations 

Lester A. Kaufman, 36, Vice President-Real Estate Operations and Secretary 

Robert J. Clayton, 28, Treasurer 

Paul W. Shooll, 48, Controller 


Assembly and organization of a youthful and aggressive corporate 
management team with breadth and depth. This group is particularly strong 
in those administrative and financial areas most essential to the operation and 
control of a large, growing and geographically dispersed company. 


The move of the Company's headquarters from New York City to offices 
in the new 1900 Avenue of the Stars Building in the rapidly growing business 
complex at Century City, Los Angeles, California. 


Establishment of a national multi-housing, construction and real estate 
development organization with operations on the Atlantic Seaboard, 
in the Mid-West, Mid-South and Far West: 

Sovereign Construction Co., Ltd.-Governmental construction with high- and 
low-rise construction capabilities, on the Atlantic Seaboard, led by a highly 
experienced and successful general contractor, Robert James Frankel. 

Multiplex, Inc.—Development and construction of single family and multiple 


In /une. 19*9. Tnnn acquired Multiplex. 
Inc., Cleveland. Ohio, a leadmx developer 
of mid-rise apartment protects 
for Investors. 
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housing throughout the Mid-West, with a strong management team 
headed by Ronald Rosenfeld and Aron Drost. 

Stewart Mechanical Enterprises, Inc.—Mechanical design, engineering and 
construction capabilities for residential, commercial and industrial buildings, 
with operations throughout Kentucky and the Mid-South, and led by an 
experienced management group headed by George F. Duthie and 
Patrick M. King. 

Ready Electric Company—Electrical design, engineering and construction 
capabilities for residential, commercial and industrial buildings, with 
operations throughout the South and East (including Puerto Rico) and led 
by Ollie H. Windhorst. * 

Farley Construction Company—The largest housing producer in Kentucky, 
specializing in fha subsidized and low-cost single family and multiple , 
unit housing, led by an acknowledged expert in fha and government financed 
housing, Jack L. Farley. 

Consolidated Equity Companies—Medium and high-rise residential and 
commercial development and construction capabilities, operating in Southern 
California, led by a management team with a full complement of 
land development, construction, financing, syndication, and real estate 
management talents headed by Jack L. Schram and James M. Taylor. 


Broadening of insurance agency operations by the acquisition of five 
additional agencies: 

New York—Alliance Brokerage Corporation 

Philadelphia — Bala Cyr.wyd Associates, Inc., and H. Apothaker's Son, Inc. 
Los Angeles-Harvey Insurance Agency, Inc., and Hirsch, Gross & Co. 


Strengthening of Hotel and Motor Inn operations by acquisition of two 
excellent motel properties, the Howard Johnson Motor Inn, New Brunswick, 
New Jersey, and the Air Host Motor Inn at jfk Airport in New York, and 
disposition of two of the less profitable motel properties, the Parliament Inn, 
Orlando, Florida, and the Centre Denver Motor Lodge in Denver, Colorado. 


It also deserves mention that, for the first year in its history, Titan had income 
from operations. Revenues for the year ended December 31, T969 totalled 


Consolidated Equity Companies hat 
commenced tile work preparatory to 
construction of a ten story office building 
In the Century City area of Lot Angela. 



3 
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*48,971,000 which produced operating income of $1,741,000 and total 
net income of *1, $34,000 or 51 cents per share. For the year 1968, restated 
to include companies acquired on a pooling of interests basis during 
1969, revenues were *35,609,000, the operating loss was *48,000, and total 
net income was *1,771,000 or 37 cents per share. The income for 1968 
essentially resulted from gains on disposition of properties as reduced by 
operating losses. Per share earnings are based on the average number 
of shares of common stock outstanding. The 1969 income does not include the 
results of Ready Electric and Farley Construction which were acquired 
subsequent to year end. 

The change from a deficit generating company to one with operating 
income was primarily the result of Titan's planned acquisition program. 
Management's objective for this program was the establishment of a 
sound operating base with the capability of future expansion. To a great 
extent, this has been accomplished. 

It is Titan's long-range goal to become a significant factor in the nation'a 
housing and construction industry as well as in the field of business services. 
We believe that both goals can best be realized by establishing operations 
which are experienced, versatile, geographically dispersed, and capable 
of taking advantage of existing opportunities and meeting new challenges. 

The tremendous diversity, the enormous range of opportunity and the 
rapidity of economic and technological change presently characteristic of the 
housing and construction industry have dictated our approach in this area. 
Your management has sought to create an operational framework 
which will enable Titan to participate in fulfilling the nation's housing needs 
from many vantage points, with particular emphasis upon those areas 
and functions where product design and control, and profitability, 
are most evident. 

While considering our commitment to business services, it became evident 
that the need of businessmen for such services that they in many cases, 
cannot readily provide for themselves, increases in proportion to the growth 
and complexity of their businesses. Business recognizes this need, and the 
demand for business services, of all kinds, has been increasing rapidly. 
Insurance agents must become risk analyzers and consultants, and they must 
be able to advise when to self-insure as well as when to buy insurance. 

They must be ab’e to provide loss engineering services in order to help clients 
control costs, and provide special insurance packages to cover specific 
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business risks. In connection with employee benefits they must provide a 
range of expertise in insurance, pension and profit sharing plans, and 
investments. By expanding its business services and building a reputation for 
competence and reliability Titan is placing itself in a position to realize 
long-term growth in this dynamic field. 

Efforts to direct the greater share of Titan's resources and energies into the 
multi-housing and construction and business services fields are based on 
several convictions. We believe that the American economy is fundamentally 
strong, and retains exceptional growth potential. It is anticipated that the 
inflationary pressures we have been experiencing will be lessened in the years 
ahead. These pressures notwithstanding, recent developments in federal 
government policy and within the financial community should result in easing 
of monetary restraints. Further, the increasing recognition of the social and 
economic implications of the housing crisis is now seen in the government's 
deepening commitment to residential shelter. Finally, decreasing availability 
of land coupled with increasing land prices dictate more efficient use of 
land for housing. It can be concluded, then, that these conditions will translate 
the expanding need for shelter of all kinds into a substantial market demand, 
with the strongest demand being experienced in the multiple unit sector. 
Similarly, we expect an increased demand for commercial, industrial 
and institutional facilities as well as integrated residential-commercial 
developments and planned communities in which your Company 
can now participate. 

By allocating our financial and management resources to those areas of 
greater profitability and substantial growth opportunities, and by disposing of 
those properties which have proven less profitable, your Company achieved 
gratifying results in 1969. We enter 1970 with the confi ience that the 
Company is pursuing objectives which will tend to optimize the return on 
its resources. We intend to continue building steadily, both by internal 
growth and selective acquisitions, on the solid foundation now established. 
Improved results are anticipated in fiscal 1970 as well as in the years beyond. 

We wish to express our sincere appreciation to our shareholders for their 
continued support, and to our officers and employees for their loyalty 
and contribution to the progress of their Company. 




April 14,1970 
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Review of 1969 and tha Baginning of 1970 

MULTI*HOUSING AND CONSTXUCTION 

In June, 1969, Titan acquired Multiplex, Inc., Cleveland, Ohio, a leading 
developer of mid-rite apartment projects for investors in the Midwestern 
States, as well as single family homes in the Cleveland area. During the 
year, Multiplex built i, 6 ji apartment units and 75 single family hornet. 

Also included in the acquisition was American Management Corp., 
a Multiplex affiliate, which provides the investors with a full range of 
apartment management services. 

Consolidated Equity Companies, a Los Angeles based developer, was also 
acquired in the same month. Formerly the J. L. Schram Construction Corp., 
Consolidated Equity builds high-rise commercial and residential structures and 
garden apartments on a selective basis for investors. The company has 
been named developer of the first phase of a $6 million beachfront urban 
redevelopment project in Ventura, California, and has commenced site work 
preparatory to construction of a 10-story office building in the Century 
City area of Los Angeles. 

In September, a third major construction firm was acquired, Sovereign 
Construction Company of Fort Lee, New Jersey, which is located across 
the Hudson River from Manhattan. A general contractor of commercial, 
residential and institutional buildings, Sovereign produces an annual volume 
of more than $10 million, and has a construction backlog in excess of 
$30 million. Included in this figure arc large contracts to build the Cadet 
Barracks and the Science Building at the u.s. Military Academy at West Point. 
Sovereign has been the largest contractor at West Point in recent years, 
and is one of the few possessing the necessary skills to duplicate the 
architectural style at the Academy. 

Late in the year, Tiun acquired Stewart Mechanical Enterprises, Inc., of 
Louisville, Kentucky, a major midwestem mechanical engineering and 
contracting Arm. Stewart designs and installs heating and air conditioning 
systems for residential, commercial, industrial and institutional developments, 


Mechanical .. electrical design, 
engineering, and construction capabilities. 
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and is also engaged in the construction of industrial waste disposal systems. 
With an annual sales volume of approximately $10 million, the com¬ 
pany's operating territory covers the states of Kentucky, Indiana, Tennessee, 
Ohio, Illinois, and Michigan. 

The March, 1970, acquisitions of Ready Electric Company, Inc. and 
lack L. Farley Construction Company, Inc., both of Louisville, Kentucky, 
substantially strengthen Titan's construction and development capability 
in the Mid-West and Mid-South. 

Ready illectric possesses considerable expertise in the electrical engineering 
and contracting of commercial, industnal and multi-family residential 
structures. This acquisition extends Titan's operations into the electrical 
contracting field, augmenting our previously established positions in 
general and mechanical contracting. 

Farley Construction builds single family residences in the $r 5-18,000 price 
range for low and moderate income families, and is also engaged in 
apartment construction and mobile home park developments. The operations 
of Farley Construction mark Titan's entry into fha subsidized 
low-cost housing. 

Through this acquisition program, Titan has assembled a construction 
capability that is national in scope and versatile in character. With major firms 
operating in the Northeast, Mid-West, Mid-South, and Far West, the 
Company has created a solid base of activity in key metropolian areas from 
which to build for the future. The versatility of construction expertise, 
covering single-family and multi-family residential, commercial, industrial, 
institutional and recreational building, will permit the Company to adapt 
more readily and more profitably to the changing economics of the 
housing and construction industry. 

In conjunction with a well-respected builder in the New York area, your 
Company is developing two properties on Long Island: 600 acres at 
Bellport with frontage on the Sunrise Highway, and 180 acres at Medford, 
located near the new Long Island Expressway. The majority of the acreage will 
be used for single family residences and will be accompanied by the 


The operation! of Parley 
Comtructmn mark Tillin'* entry into 
vha lubltdircJ low con hammy 
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development of (elected commercial, inttitutional, and industrial sites. 

Preliminary sales have begun at Shadow Lakes Village, our mobile home, 
condominium development near West Palm Beach, Florida. Orders are 
now being taken in the first section of 147 homes with occupancy expected in 
May of 1970. It is anticipated that sales of the total 750 units will take 
place over a two-year period. Buyers are being offered a selection of 18 mobile 
home models from five leading manufacturers in addition to a choice of 
single- or double-wide lots, many of which are situated along the three private 
lakes and their inter-connecting waterway. The planned community will 
include a swimming pool, recreation building, shuffleboard courts 
and bicycling facilities—all of which will belong to the Property Owners' 
Association in perpetuity. 

BUSINESS SIRVICBS 

The Harold Faggen Companies, one of the nation's prominent actuarial, 
consulting and computer service organizations, continued its profitable growth 
during 1969. Headquartered in New York City, the Faggen operation provides 
computerized pension and welfare fund administration to multi-employer 
union pension funds providing benefits to over 1,000,000 persons. A com¬ 
prehensive and highly flexible computer program is being developed which 
will enable ur, to provide additional data processing services to present 
welfare and pension fund clients. 

Since the beginning of 1969, Tiun substantially increased the scope of its 
insurance agency operations through the acquisition of five firms located 
in the New York, Philadelphia and Los Angeles metropolitan areas. Under 
the new name of Titan Agencies, Inc., the operations of these firms are 
being combined with those of Titan's large Bergman A. Lcfkow insurance 
organization, which has offices in Chicago, Miami, Los Angeles and New York. 

Concentrating largely on casualty and life insurance with heavy emphasis 
on corporate clients, the agencies together account for an annual premium 
volume of approximately $1),800,000. Additionel high-performance agencies 
will be added to strengthen our representation in major metropolitan areas 


By expanding In builneti eervlcee and 
building a reputation lor competence and 
reliability Tit an In placing Hull In a 
poxition to realize long term growth In thIt 
dynamic field. 
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u well as to expand our markets into other industrial centers throughout 
the country. 

The size and diversity of our present client group and the numerous 
marketing possibilities available through these channels offer prospects for 
growth into additional business service areas. Your Company is now exploring 
a number of related business services to be added to those we now provide. 

LAND DEVELOPMENT PROJECTS 

Our Yosemite Lakes development, situated half-way between Fresno, 
California, and Yosemite National Park, has been enlarged to 7,400 acres and 
is being subdivided into 1,150 residential lots ranging in size from 1 to 16 acres. 
Located behind guarded gates, the area includes 7 lakes, 1,100 acres of 
greenbelt, and 56 miles of bridle trails. Facilities will include a private club 
house and restaurant, resort-size heated swimming pool, men and women's 
sauna baths, championship tennis courts, nine-hole executive golf course, * 
archery range, equestrian center, and property owners' campsites. Sales will 
begin in June of 1970 and are expected to be completed in late 1971. 

Shasta Acres, our 11,000 acre development near Redding in Northern 
California, is located near beautiful snow-capped Mount Shasta in an 
outstanding sports and vacation area. It has been subdivided into 40-acre 
ranchos which are being sold to individuals for second-home living as well as 
for investment. Sales began in December of 1969 and will continue during 
the balance of 1970. 

REAL ESTATE OPERATIONS 

Revenues in the Hotel/Motel Division for 1969 were up by $1,400,000 and 
the resultant profits and cash flow were substantially higher than in 1968. The 
profit potential of the division was greatly increased by the acquisition and 
refurbishing of the Air Host Inn at jik Airport, New York, and the Howard 
Johnson Motor Lodge, New Brunswick, New Jersey. The division was further 
strengthened by the upgrading of facilities at the Dupont Plaza Hotel, 
Washington, D.c. and the Golden Triangle Motor Hotel, Norfolk, Virginia. 
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During 1969, higher proflu and cash flow were also obuined from our 
commercial and residential properties. In addition, several properties were 
told in pursuance of our policy of re-deployment of assett from leas profitable 
real property investments into more profiuble development and construction 
projecu. 

In early t970, the supervision of the remaining apartment and office 
buildings was assigned to the very capable property management team at 
Consolidated Equity Companies, our recently acquired Los Angeles subsidiary. 
Since the beginning of t969, a total of nine properties has been sold: 

Office Buildings: Bockl Building, Milwaukee, Wisconsin; Petroleum Tower, 
Shreveport, Louisiana; Shell Oil Building, Tulsa, Oklahoma. 

Apartments: Highland Village Apartroenu, Los Angeles, California; Bamaby 
A High Point Apartmenu, Washington, O.C.; Glsssmanur Apartments, 
Washington, d.c. area; Park Drive Apartmenu, New York, New York. 

Motor Inns: Parliament House Motor Inn, Orlando, Florida; Centre Denver 
Motor Inn, Denver, Colorado. 

United Airport Properties, Inc., a 60% owned subsidiary, leases a hangar, 
offices, and aircraft tie-down spaces on r 3 acres in a key location at busy 
Van Nuys Airport near Los Angeles. All present space is fully rented and 
plans are now being made for the development of additional facilities to serve 
private, executive and small commercial aircraft. 


Revenue* in the Hntrl/Moiel Division for 
19*9 were up by f 1.400,000 



The DuPont Plsu, Washington D.C. 
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Titan Group, Inc. and Subsidiaries 
Statement of Consolidated Income 


■ IVINUll 

Construction ind real estate developments. 

Insurance and actuarial services. 

Income producing properties. 

Interest, dividends snd other income. 

COSTS AND 1XUNIIS 

Cost of sales and operating expenses. 

Depreciation and amortization. 

Interest and debt expense. 

Administrative and other corporate expenses. 

Income (loss) from operations before Federal income taxes . . 
Federal income taxes (credit). 

INCOMI (LOSS) SXOM OrlXATlONS. 

NIT CAIN ON disposition of assits and provision for decline in value of 
properties, less Federsl income taxes of $69,000 ($778,000 in 1968I . . 

IXTEAOXDINAIT ITIMS 

Federal income tax benefit of loss carry forward. 

Claim cosci related to Insurance subsidiary discontinued 
In 1967, less Federal Income taxes of $100,000. 

NIT INCOMI. 

INCOMI (LOSS) III SHAII 

Income (loss) from operations. 

Net gain on disposition of assets. . 

Extraordinary items.,. 

Net income. 


Year ended December ji 


1969 

*968 

$00,958,000 

$ 8,113,000 

8,998,000 

6,889,000 

17,991,000 

19,885,000 

1,014,000 

6n,ooo 

48,971,000 

35,609,000 

40,666,000 

19,143,000 

1,741,000 

3,166,000 

1,974,000 

1 , 499,000 

1,061,000 

803,000 

45 , 4 * 5.000 

33,711,000 

3,519,000 

(101,000) 

1,788,000 

(54,000) 

1,741,000 

(48,000) 

103,000 

1 , 930,000 


690,000 

90,000 

(200,000| 

690,000 

(IIO.OOO) 


$ 1 , 771,000 

$55 

$( Ol) 

02 

40 

«4 

1 111 

$ $1 

$37 


See accompanying notes to consolidated financial statements. 
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Titan Group, Inc. and Subsidiaries 
Assets 

CUIKENT ASSETS 

Cash and marketable aecuritiet, at coat (approximating market). 

Trade accounts and notea receivable. 

Mortgagee receivable, current inatallmenta. 

Income producing propertiet diipoaed of in 1970. 

Coni true ti on coata and recognized income in excel* of billing*. 

Real ettatc under development, current portion. 

Prepaid expenae* and other current aaaet*. 

TOTAL CUXEENT AilITt. 

XIAL ESTATE UNDEE DEVELOPMENT, lc*E Current portion. 

INCOME PXODUCINC and othex pxopexties, principally hotel* and motel*, office 
and apartment building*, at coat, leaa accumulated depreciation, amortization 

and reserve* for eatimated decline in value. 

investment* and othex aeeet* 

Investments in and advance* to iolntly owned companies. 

Mortgage* receivable, lest current installment*. 

Excess of coat over net asset* of acquired companies. 

Other. 

TOTAL INVESTMENTS AND OTHEX ASSET*. 


December ji 


1*9 

19M 

$ 6,681,000 

* 5 .J 3 S.OOO 

11,418,000 

5,708,000 

111,000 

3,749.000 

S*J.ooo 

— 

551,000 

881,000 

1,901,000 

— 

1,047,000 

1,154,000 

14,585,000 

17 , 107.000 

5.1*1.000 

1,8*8,000 


I747»,ooo 

39,071,000 

1,350,000 

1,014,000 

5,954,000 

1491,000 

5,054,000 

4,774,000 

1455.000 

1.220,000 

11,795,000 

9,500,000 

$57,815,000 

$67,54*,000 


Sec accompanying note* to consolidated financial statement*. 
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Consolidated Balance Sheet 

Liabilities and Stockholders' Equity . . jt 

19*9 '**• 

CURtlNT LIAIILITUt 

Note, p.y.ble.* * » ♦ O, 00 ° 

Mortgage indebtedness. i,40*,ooo 1,196,000 

Account, p.y.ble and accrued liabilities. 11,4.9,000 7,J}7,ooo 

Federal income taxes, curtent and deferred. »,»J 9 <**o 551,000 

Bllllnp in excess of construction costs and recognized income. 1,106,000 161,000 

total cuxa.NT 11 AStirmi. 10,361,000 11,970,000 

lonc-tikm Dtar, less current portion 

Note, payable. i.7J«^oo 

Mortgage indebtedness. 11,167,000 50,543,000 

Subordinated convertible installment note.. s.soo.ooo 5,300,000 

TOTAL LOMC’TIXM .. ' 1 , 00 mO° 37 , 799.000 

DiraaaiD riDi.Ai incomi .. 340,000 

Diroarra, .. 1,7*6,000 1169.000 

STOCKHOLDIKS' IQUITT 

Preferred stock of $6 par value per share 
Authorized 1,000,000 shares! issued-none 
Common stock of $t par value per share. Authorized 15,000,000 

shares, issued 4,(88,941 shares (4,7)1407 shares in 1968). 4.669,000 4.73*.000 

Additional paid-in capital. 11,619.000 11,104.00c 

Retained earninp (deficit). )50,000 (1,104.000 ) 

17,64* ,000 14.631,000 

Leas coat of 67,150 share, in treasury (17,150 shares in 196*). 313,000 _ 

TOTAL STOCIHOlDtSS' IQUITT '.• l? 'l» >|00B 

> 47 , 34 *.OOQ 
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Titan Group, Inc. and Subsidiarlaa 
Statement of Consolidated Stockholders’ Equity 


Year ended December 31,19*9 



Additional 

Retained 




Common Stock 

paid-in 

earnings 

Treasury 

Total 


Shares 

Amount 

capital 

(defleiv) 

stock 

SALANCt AT fANUAiv i, 19*9, •» previously reported 

1,7$ M07 

>3,7$*<ooo 

>13,111,000 

> Is,$8* ,000) 

>(113,000) 

>13,153,000 

Companies acquired in 1969 as poolings of interests 

9*0,000 

980,000 

(1,107,000) 

1,483,000 

— 

i,3$6^oo 

Adiustment for prior period litigation. 

salamcs AT 1AMUA1Y 1,1969, at restated . . . 

_ 

— 

— 

( 101,000) 

— 

( 101,000) 

4,73 *,407 

4,7I*,000 

12,104,000 

(1,104,000) 

(113,000) 

14408,000 

Issuance of common stock for purchased company 

*50,s$s 

* $ 1,000 

*54,000 

— 

— 

*05,000 

Expenses in connection with poolings of interests . 

— 

— 

( 164,000) 

— 

— 

I 164,000! 

Purchase of 40,000 shares of treasury stock . . . 

— 

— 

— . 

— 

(300,000) 

( 300,000) 

Exercise of stock options. 

7,000 

7,000 

35,ooo 

— 

— 

42,000 


— 

— 

— 

1,534,000 

— 

*,$ 34.000 

SALANCt AT DICSMSXX )!, *9*9. 

4,8**,94* 

$4,889,000 >11,619,000 

> 330,000 

>(513,000) >17,3*5,000 


Statement of Consolidated Source and Application of Funds 

Year ended December ji, 19*9 

souaci or rurtut 

Net income. 

Depreciation and amortization. 

Proviaion for decline in value of propertier. 

Deferred income taxea (non-current). 

Coat of propertiei told, leaa mortgage indebtedneaa. 

Reduction of inveatmenta in and advances to jointly owned companies . . 
Other, net. 


>1,534,000 
1.7** >°oo 

1,300,000 

340,000 

1,991,000 

664,000 

7M.OQQ 

> 9 , 1 * 6,000 


ArnicATioN or ruNDt 

Mortgager receivable arising from aale of propertiei.>1,811,000 

Additions to income producing and other properties, less mortgage indebtedness assumed.*,*45,°oo 

Payments on long term debt... . 

Additions to real estate under development.*,*93<ooo 

Purchase of treasury stock... 300,000 

Increase in working capital .— *64,000 


>9,1*6,000 


See accompanying notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 

rtlNCirm Of CONSOLIDATION 

The consolidated financial statements include the accounts of Titan Croup, Inc. and 
its wholly-owned subsidiaries. All significant intercompany transactions have been 
eliminated in consolidation. The comparative 1968 financial statements have 
been conformed to the 1969 presentation 
During 1969 the Company acquired ceruin companies in exchange for 980,000 
shares of common stock in transactions accounted for as "poolings of interests." 

The operations of these companies are included in the statement of consolidated 
income for 1969. The 1968 financial statements have been restated to include 
the pooled companies. 

Also, in September 1969 the Company acquired certain other companies in exchange 
for 150,535 •'hares of common stock, which were assigned a value approximating 
the net assets of the acquired companies, in a transaction accounted for as a "purchase." 
The operations of these companies are included in the statement of consolidated 
income from the date of acquisition. 

Under the agreements for the acquisition of the foregoing companies, a maximum 
of 1,098,711 1385,713 relating to the "purchased" companicsl additional shares 
of common stock may be issued or released from escrow contingent upon the future 
earnings (as defined) of the acquired companies and the market value of the Company's 
common stock. 

The excess of coat over net assets of acquired companies will not be amortized 
unless there is a diminution in Its value. 

ACCOUNTING rtACTICIS 

Income from construction contracts is recorded under the pereentage-of-completion 
method of accounting with provision being made for anticipated losses. Claims 
for reimbursement of additional coats relating to construction contracts are recorded as 
such coats are incurred Claims of this type arising prior to the acquisition of a 
purchased company are included in other assets and in trade accounts and notes 
receivable in the amount of $1,950,000 and $850,000, respectively. 

The coats of real estate under development that has entered the normal operating 
cycle have been classified among the current assets, although realization of 
such costs may extend beyond one year. 

Mortgages receivable arising from disposition of assets are recorded at estimated 
realizable amounts after consideration of the pertinent terms, conditions and security 
underlying the transactions. At December 51,1969 the principal am'«mt of 
mortgages receivable exceeded the carrying amounts by $>,515,000. 

Investments in six jointly owned companies are suted at cost less cash distributions 
deceived. The investment in one company has been fully recovered and income is 
credited as further cash distributions are received. As of December 31, 1989 the net 
investment exceeded the equity in the jointly owned companies by approximately 
$131,000 In the opinion of management no losses will be sustained on 
these investments. 

INCOMI PRODUCING AND OTHK1 PtOPftlTIKI 

Income producing And other properties sre comprised of the following- 


Land and improvements. 

Buildings and improvements. 

Leaseholds and improvements. 

Furniture and equipment. 

Construction in progress . 

1989 

. . $ 4,191,000 

. . 17,151,0°° 

. . 4,050,000 

. . 4 , 470,000 

. . 145,000 

1988 

$ 8,918,000 
43,858,000 
3 , 578,000 
4,813,000 
188,000 

Less: 

30,1077000 

59,181,000 

Accumulated depreciation and amortization . . 
Reserves for estimated decline in value .... 

. . 10,119,000 
. . 1,600,000 

18,100,000 

1,990,000 


11,719.000 

10,190,000 


$17,478,000 

$39,071,000 
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Depreciation and amortization of the coat of income producing and other properties 
hai been provided by uae of the atralght-line method predicated upon estimated 
useful lives or lease terms, as applicable, which range as follows: land improvements, 
to to i j yearsj buildings and Improvements, to to 45 yearsi leaseholds and improve¬ 
ments, 10 to so years, and furniture and equipment, j to 10 years. 

Effective January 1,1969 the Company revised the estimated useful lives of certain 
buildings and improvements to conform generally with the guideline lives issued by 
the Treasury Department. The effect of this change increased income from operations 
for 1969 by $161,000 ($.06 per share) and decreased net pins on disposition of 
assets by $1*4,000 ($.04 per share) 

Reserves for estimated decline in value of properties include $1,300,000 established 
as of December 31,1969. Such reserves are based upon management's evaluation 
of the potential for future profitability from the operations of the properties or the 
extent of realization upon disposition. 

Properties disposed of in 1970 are included among the current assets in the amount 
of $363,000 and consist of two properties with a cost (less accumulated depreciation 
and amortization) of $7,310,000, subject to mortpp indebtedness aggrepting 
$6,937,000 at December 31,1969. The resultant pint have not been reflected in the 
accompanying financial statements. 


NOTIt 7ATABL1 


Banka: 

Current 

Long-Term 

Total 

Secured . 

.$ 311,000 $ 391,000 

$ 703,000 

Unsecured 


113,000 

761,000 

Other: 

960,000 

504,000 

1,464,000 

Secured. 


156,000 

97 i,ooo 

Unsecured. 

. 311,000 

5 SS,ooo 

877,000 


1,138,000 

711,000 

1,849.000 

$1,098,000 

$1,115,000 

83,313000 


The overall effective interest rate on notes payable it 7 $% 

A note payable of $400,000 at December 31,1969 is secured by mortgages receivable 
in the amount of $999,000. Additionally, notes payable of $478,000 and accounts 
payable of $893,000 are secured by real estate under development. The remaining notes 
are secured by other assets 

MOtTGACt INDtITtDNISt 

Principal payments on mortgap indebtedness for years subsequent to 
December 31,1969 are at follows: 

Current.. 

Long-term.*.. *971 

> 97 * 

>973 
>974 
1973-1990 


Interest rates range from 4 3% to 9.3% with an overall effective rate of 5.9%. 

Mortpgc indebtedness is generally secured solely by the mortpged assets (income 
producing and other properties and real estate under development). 

SUSOantNATIP CONVt STISll INSTALLMENT NOTIt 

Installment notes in the amount of $3,300,000 bear interest at 4% per annum and are 
convertible at the election of the holders into 30,000 shares of common stock 
with respect to $730,000 principal amount and *37,300 shares of common stock with 
respect to the remaining $4,730,000 principal amount In the event the holders 
of the notes do not elect to exercise the conversion privilege, the notes arc payable 
in annual installments of $1,100,000 commencing November 1, 1974- Principal may be 
prepaid on or after November 1,1971 at 103% of the principal amount land at 


$ 1,406,000 
1,116,000 
1,360,000 
9$»,ooo 
646,000 

7,011,000 

11,767,0 00 

$11.693,000 
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decreeing premiums thereafter). The notea are subordinated to all senior debt, as 
defined, whether outstanding at the date of the indenture or thereafter 
Incurred or created. 

nDItAl INCOMI TAXIS 

The Company and its subsidiaries file a consolidated Federal income tax return. 

Deferred Federal income taxes relate to timing differences in reporting of income 
for tax purposes and for financial purposes. The principal differences arise from 
reporting of gains on disposition of assets and sales of real estate developments on the 
Installment method for tax purposes, provisions for decline in value of properties 
not presently deductible for tax purposes and the recognition of income from 
construction contracts in differing accounting periods. Deferred Federal income uxes 
of $814,000 ($408,000 in 1968) classified in Fedcrsl income uxes among the current 
liabilities relate to timing differences of items included as current asseu or 
current liabilities. 

A summary of Federal income uxes charged to income follows: 


Current 

Deferred 


1*9 

$ 813,000 
3S4.QOO 
81,1*7,000 


19*8 

$199,000 

*35,000 

$434,000 


COMMON STOCK 

In October 1969 the stockholders approved an increase in the authorized shares of 
common stock from <,000,000 shares to 15,000,000 shares. 

Under a 19(8 Stock Option Plan and a 1969 Stock Option Plan approved by the 
stockholders in May 1989, the Company hat granted options to purchase common 
stock at prices not lets than the fair market value at date of grant to certain officers and 
key employees. The options are exercisable in whole or in increments over periods 
not to exceed five years, depending upon the terms of each option. At December 31, 
1989 options covering 177,500 shares of stock were outstanding under the 1988 
Plan and 78,150 shares were ouutanding under the 1969 Plan. An additional 
73,*SO shares were reserved for future grant under the 1989 Plan, and no additional 
grants may be made under the 1988 Plan. 

Transactions under the stock option plans during 1989 are summarized as follows: 


Options ouuunding 
at January 1, 1989 
Add |deduct| 1989 
transactions: 
Granted .... 
Exercised . . . 
Cancelled . . . 
Options ouuunding at 
December j t, 1989 
Options exercisable: 
January 1,1989 ‘. 
December 31,1989 


The Board of Directors has approved a Restricted Stock Purchase Plan under which 
100,000 shares of common stock are reserved for purchase by officers and key 
employees at prices not leu than fifty percent of fair market value. No purchase righu 
had been granted under this Plan as of December 31,1989. 

Under ccruin stock purchase agreements the Company has luued zz,ooo shares 
of common stock to officers and employees at prices ranging from $13.15 to 
$l 4-*5 P«t share (aggregating $308,$ 11). The Company may be required to repurchase 
the shares at the iuuancc price 1 accordingly, the iuucd shares have not been 
rtflected in the accompanying financial sutementa. 


Number 



Pair Market Value at 

of 

Option Price 

Daw of Grant 

Shares 

Per Share 

Aggregate 

Per Share 

Aggregate 

181,400 

* 8.00-17-75 

$1,138,000 

$ 4 00-17 75 

$1,189,000 

$7,150 

10.38-17.50 

1,185,000 

10.38-17.50 

1,185,000 

1 7,ooo| 

8.00 

( 41,000) 

4.00* 5 00 

( S4,ooo| 

(•7,900) 

*00-1775 

(183,0001 

4.00-1775 

( 189,000) 

a 53.*50 

$ 8 00-17 75 

$3,178,000 

$ 5.00-1775 

*3,151,000 

3,000 

$ 8 00 

$ 18,000 

* 5 00 

* 15,000 

50,550 

8 < 00-17.75 

$ 311.000 

8 5.00-1775 

$ 501,000 
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INCOME MR SHARI 

Income pet shire Is based upon the aversge number of shares of common stock 
outstanding during each year, which includes 1 1 1 shares Issued for companies 
acquired in "poolinp of interests" transactions, |a| additional shares that may be 
issued for all acquired companies where the levels of esmlngs required for issuance 
have been attained and |j| additional shares that may be issued under 
market price guarantees assuming a prevailing year-end market value for the 
Company's common stock. The average number of shares of common stock outstanding 
for these computations was 4,9)6,741 for 1969 and 4 , 799,974 for 1966. 

The exercise or conversion of stock options, stock purchase agreements and 
subordinated convertible installment notes into common shares and additional 
common shares contingently issuable in connection with acquisitions would not result 
in a dilutive effect on the foregoing income per share computations. 

COMMITMSNTS AND CONTINCINT LlAIIMTIlt 

The Company leases a portion of its operating and other facilities under lease 
agreements which provide for aggregate minimum annual rentals of approximately 
$1,100,000 through 1974 and leaser amounts thereafter to t996. Certain of these 
leases provide for additional rentals baaed on revenues and for payment of property 
taxes and other charges by the Company. Total rentals for the year ended 
December )i, 1969 amounted to approximately $1,600,000 
The Company hat guaranteed to the extent of $1,500000 the payment by an 
insurance subsidiary of all sums to become due to two insurance companies under 
agency agreements including, if any, losses from claims in excess of reserves established 
from operations Operations of the subsidiary were discontinued in 1967. In the 
opinion of management, reserve balances at December jt, 1969 were adequate. 

The Company is contingently liable under a mortgage on property told under 
a leaseback agreement in 1966 to the extent the mortgage exceeds $1,750,000. 

As of December )1,1969 the estimated mortgage balance was $), 114,000 

The Company has other outstanding claims and guarantees and it engaged in various 
litigation of a nature Incidental to its business, which in the opinion of counsel 
and management should not result in material liabilities. 

SUSSSOUSNT ACQUISITIONS 

Subsequent to December ) 1,1969 the Company acquired the following companies 
in exchange for 379,500shares of common stock: 

Ready Electric Company 

lack L. Farley Construction Company 

H. Apothaker's Son 

Certain of the acquisition agreements provide for issuance of a maximum of 6 i ,)75 
additional shares contingent upon the future market value of the Company's 
common stock. 
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Accountants' Report 


Peat. Mahwick, Mitchell & Co 

caoTiaiso rvsur »ccotiiT»»t» 
am) m»u homica aotisvm 
un MNUi.cAurosiu aoosr 


The Board of Directors and Stockholders 
Titan Group. Inc.: . 

W« have examined the consolidated balance sheet of Titan Group, Inc and 
subsidiaries as of December )t. 19*9 and the related statements of Income and 
stockholders' equity and the statement of consolidated source and application of funds 
for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying consolidated balance sheet and statements of 
consolidated Income and stockholders' equity present faitly the financial position of 
Titan Group. Inc. and subsidiaries at December )l. 19(9 and the results of their 
operations for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. Also, in our 
opinion, the statement of consolidated source and application of funds for the year 
ended December 11.1969 presents fairly the information shown therein. 

vaJl. n y\Jc*jLa14 »Ca. 

April if. 1970 


19 
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DIRECTORS 

Samuel N. Bergman 
Vice President - Inaurance 
Pretident, Bergman 8k Lefkow 
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Harold Faggen 

Chairman, Harold Faggen Actuarial 
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Alfred M. Frager 
Pretident, A. M. Frager hi Co. 

Edmund M. Kaufman 
Chairman 

Beniamin M. Robinson 
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Ronald Rosenfeld 
Preaident, Multiplex, Inc* 
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Preaident 
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Lester A. Kaufman 
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Los Angeles, California 
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TITAN GROUP, INC. 


NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 


To Be Held May 21,1969 


The Annual Meeting of Shareholders of Titan Group, Inc. will be held at the Beverly Hilton Hotel, 
9876 Wilshire Boulevard, Beverly Hills, California, on Wednesday, May 21, 1969, at 11:00 A.M. 
Pacific Daylight Time, to consider and act upon the following matters: 

(1) The election of Directors; 

(2) The adoption of a new employee stock option plan; and 

(3) Such other business as may properly come before the meeting or any adjournment thereof. 

Shares represented by properly executed management proxies will be voted in accordance with in¬ 
structions therein, and it is the intention of Management that shares represented by proxies which are 
not limited to the contrary will be voted in favor of the election of the persons named in the accompany¬ 
ing proxy statement as directors and in favor of the adoption of a new employee stock option plan. 

The Board of Directors has fixed the close of business on April 14, 1969 as the record date for de¬ 
termining those stockholders whi will be entitled to vote at the meeting and any adjournment or ad¬ 
journments thereof. 

By order of the Board of Directors, 


May 1, 1969 


Richard K. McIntyre, 

Secretary. 


the 


It is desirable that as large a proportion as possible of the Shareholders’ interests be 

ting and, therefore, if yon are unable to be present in person or otherwise represented 
yon are requested to sign and return the enclosed Proxy so that yoar shares wfll be r. 
The giving of such Proxy will not affect your right to vote in person should yon later decide to 
meeting. 


at 

at the 
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TITAN GROUP, INC. 


PROXY STATEMENT 


General Information 

This statement is furnished in connection with the solicitation of proxies by the Management of 
Titan Group, Inc. (‘Titan” or “The Company”), a Delaware corporation, to be used in voting at the 
Annual Meeting of Shareholders to be held at 11:00 o'clock A.M. (Pacific Daylight Time) on Wednes¬ 
day, May 21, 1969 at the Beverly Hilton Hotel, Beverly Hills, California, and at any adjournment or ad¬ 
journments of such meeting. 

Any proxy given may be revoked by a shareholder at any time before it is voted by filing with the 
Secretary of Titan a notice in writing revoking it, or by duly executing a proxy bearing a later date. 
Proxies may also be revoked by any shareholder present at the meeting who expresses a desire to vote 
his shares in person. Subject to such revocation, all shares represented by properly' executed proxies 
will be voted in accordance with the specifications on the proxy card. If no specification is made, the 
shares will be voted in favor of the election of Messrs. Samuel N. Bergman, Harold A. Faggen, Alfred 
M. Frager, Anthony M. Frank, Edmund M. Kaufman, Benjamin M. Robinson, John C. Spence and 
Benjamin Weinstein as directors of the Company and the adoption of a new employee stock option plan. 

The cost of soliciting proxies will be borne by Titan. It is contemplated that proxies will be solicited 
principally through the use of the mails, but officers and tegular employees of Titan may solicit proxies 
personally or by telephone or special letter. Although there is no formal agreement to do so, Titan will 
reimburse banks, brokerage bouses and other custodians, nominees and fiduciaries for their reasonable 
expenses in forwarding proxy material to their principals. 

Voting SecnWea 

Only shareholders of record at the close of business on April 14, 1969 are entitled to notice of and 
to vote at the Annual Meeting. On that date the Company had 3,727,157 shares of Common Stock 
outstanding (exclusive of treasury shares), each of which is entitled to one vote on each matter to be con¬ 
sidered at the meeting. No person was known by the Company to own beneficially or of record more 
than 10% of the Company's outstanding shares of Common Stock as of March 31, 1969. 

The affirmative vote of the holders of a majority of the shares of Titan's Common Stock entitled to 
vote at the Annual Meeting will be required for approval of the new employee stock option plan. 


1 
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ELECTION OF DIRECTORS 

A board of eight Directors is to be elected to serve until the Annual Meeting of Shareholders in 
1970, in each case until their respective successors are duly elected and qualified. Unless otherwise di¬ 
rected, the persons acting under management proxies will vote the shares represented thereby in favor of 
the election as directors of the nominees named below, all of whom are directors now in office whose 
terms will expire at the Annual Meeting. The number of directors fixed by the By-Laws of the Company 
is fourteen, but management has no present intention of proposing additional nominees inasmuch as man¬ 
agement believes that the Company will be better represented by a smaller and less cumbersome board. 
Accordingly, proxies will only be voted for the nominees named below and will not be voted for any 
additional nominees except that in the event that any nominee is unwilling or unable to serve as a 
director, which management does not anticipate, it is intended that the persons acting under management 
proxies will vote for such other person as may be nominated by management. 

The following table sets forth certain information with respect to those persons who are both 
directors and nominees for election as directors, as of March 31, 1969. 


Name 


Principal Occupation 
or Poaition 


Sr. Vice President of the Company and 
President of Bergman A Lefkow Insur¬ 
ance Agency, Inc., a subsidiary of the 
Company. 

Chairman and Chief Executive Officer of 
Harold Faggen Associates, Inc., a sub¬ 
sidiary of the Company. 

President and Chief Executive Officer of 
A. M. Frager A Co., hosiery manufac¬ 
turers in St. Louis, Missouri. 

President and Chief Operating Officer of 
the Company. 

Edmund M. Kaufman*(A) Attorney, member of the firm of Irell & 

Manella, Los Angeles, California; Vice 
President-Legal of the Company. 

Benjamin M. Robinson* Chairman of the Board and senior partner 

of the law firm of Robinson, Silverman, 
Pearce, Borden A Ball, New York City, 
general counsel to the Company. 


Samuel N. Bergman 


Harold A. Faggen* (A) 


Alfred M. Frager 


Anthony M. Frank* 


Hu Been • 

Director 

Since 

Number of 
Shares of 
Common Stock 
Beneficially Owned 

1961 

39,616(1) 

1968 

20,000(2) 

1962 

44,549 

1968 

51,000(3) 

1968 

68(4) 

1960 

21,074(5) 
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Principal Occupation 

Nm or Position 

John C. Spence* (A) Vice President-Finance of the Company. 

Benjamin Weinstein*(A) Vice President-Finance of Block Invest- 
^ ment Corp., Beverly Hills, California. 


Ha* Been a 
Director 
Since 

1968 

1968 


Number of 
Share* of 
Common Stock 
Beneficially Owned 

None (6) 
None(7) 


• Member of the Executive Committee of the Board of Directors. 

(A) Meters. Fasten, Kaufman, Spence and Weinstein were elected director* by the Board of Directors on December 12, 
1961 to fllTthc vacancies that had been created by the resignations of certain directors prior to the Company's 
last Annual Meeting on May 13, 1961. At the last Annual Meeting only ten nominees were elected at directors 
of the Company. Mrs. Rosalie Futtcrman Casco and Messrs. Leonard Casey, James A. Russell, Kurt H. 
Grunebaum, Richard K. McIntyre and Eugene A. Hegy, Jr., presently members of the Board of Directors, are 
n ot ffyfriiy re-election. 

(1) Does not Include options exercisable at $17,373 per share, which expire on December II, 1973, to purchase 
23,000 shares of Common Stock. 

(2) Does not Include the Company’s Convertible Installment Notes in the principal smount of $3,300,000 and bearing 
interest at 4% Issued in connection with the Company’s acquisition of all of the outstanding stock of four companies 
from Mr. Paggan. $730,000 of these notes are Convertible into 30,000 shares of the Company's Common Stock, and 
the remaining $4,730,000 of these notes are Convertible into 237,300 shares of the Company's Common Stock at 
any time before November I, 1979. The amount of Convertible Installment Notes delivered to Mr. Faggen 
was arrived at as a result of arms-length negotiations between the parties, with each side separately represented 
by counsel, based upon the financial condition and past earnings history, and after a thorough investigation of 
the business and assets of the companies acquired from Mr. Faggen. 

(3) Does not include options exercisable at $6.30 per share, which expire March 17, 1973, to purchase 23.000 share* of 
Common Stock, but includes 30,000 shares of Common Stock sold by the Company from its treasury to Mr. Frank 
.inr itig 1961 at a price of $6.00 per share to induce him to enter the Company's employ. The purchase price for such 
sharee was paid substantially by Mr. Prank’s promissory note bearing interest at 6<3> which was due on March 17, 
1969, at which time the due date was extended for one year. In the event Mr. Frank leaves the employ of the 
Company prior to March IS, 1970, he has agreed to resell 23,000 of these shares to the Company at a purchase 
price of $6.00 per share. 

(4) Po r t not include 291,791 shares held by Century City Investments, a California limited partnership, of which Mr. 
Kaufman is the general partner. 

(3) Does not inctude options held by Mr. Robinson exercisable at $6.30 per share which expire March 17, 1973, to 

K rchase 23,000 shares of Common Stock. 

tes not include options exercisable at $17,623 per share, which expire December 1, 1973, to purchase 13,000 
shares of Common Stock. In addition, the Company agreed to sell to Mr. Spence 10.000 shares of Common 
Stock at a price per share substantially equal to the market price of the Common Stock on the date of the agree¬ 
ment, and the purchase price will be payable substantially by Mr. Spence's promissory note. 

(7) Does not include options exercisable at $14,123 per share, which expire March 20, 1974, to purchase 3,000 shares 
of Common Stock. 


For the past five years Mr. Faggen has been Chairman of the Board and Chief Executive Officer of 
Harold Faggen Associates, Inc. which was acquired by the Company as of September 30, 1968. Mr. 
Kaufman has been a practicing attorney with the law firm of Irell & Manelia for the past five years and 
since February 12, 1968 has been co-chairman of the Executive Committee of the Company’s Board of 
Directors. Mr. Kaufman is the sole general partner of Century City Investments, a limited partnership, 
which was formed for the purpose of acquiring and holding 298,791 shares of the Company’s common 
stock. From 1962 until June, 1967, Mr. Spence was Controller of Tcledyne Systems Company, a 
subsidiary of Telcdyne, Inc., and from June, 1967 until he was elected Vice President-Finance of the 
Company in December, 1968, Mr. Spence was Controller and Chief Financial Officer of Federal Sign 
and Signal Corp., a manufacturer of electric signs, aircraft ground-support equipment and signaling 
equipment for emergency vehicles and industrial facilities. Mr. Weinstein has been Vice President- 
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Finance of Block Investment Corporation since September 23, 1968. He served as Vice President- 
Finance of Parvin/Dohrmann Company from September 20, 1967 to September 20, 1968 and prior to 
that time as Director of Financial Analysis of Douglas Aircraft Co. Block Investment Corp. manages 
the personal investments of Gerald B. Block, Chairman of the Board and President of Republic Corpora¬ 
tion. Parvin/Dohrmann Co. is • major supplier to the hotel and restaurant industry, operates an 
interior decorating division and is an owner of hotels in Las Vegas. 


RenraaerathNi and Otter Transactions with Directors and Officers 


The following tabulation sets forth the aggregate direct remuneration paid by the Company and 
its subsidiaries during the fiscal year ended December 31, 1968, to (i) each person whose aggregate 
direct remuneration was more than $30,000, and who was a director at any time during the year or 
was one of the three highest paid officers of the Company; and (ii) all persons as a group who were 


directors or officers of the Company during the last fiscal year and the estimated annual retirement 
benefits under the Company’s Retirement Pension Plan for each of the foregoing. 


Estimated 


Name of Individual 
or Number of 
Persona In Group 

Capacities in which 

Remuneration was Received 

Aggregate 

Direct 

Remuneration (1) 

Annual 

Retirement 

Benefits(2) 

Benjamin M. Robinson 

Chairman of the Board and Director. 

$ 60,600.00(3) 

None 

Anthony M. Frank 

President and Chief Operating Officer. 
(Elected 4-16-68) 

36,898.77 

None 

Samuel N. Bergman 

President of Bergman A Lefkow Insur¬ 
ance Agency, Inc., a subsidiary of the 
Company; Senior Vice President and Di¬ 
rector of the Company. 

60,600.00 

None 

Eugene A. Hegy, Jr. 

Senior Vice President of the Company; 
President of its Futterman Real Estate 
Company division and Director. 

50,600.00 

$ 9,000 

Richard K. McIntyre 

Directors and Officer* 
as a Group (19) 

Secretary-Treasurer and Director. 

38,100.00 

352,344.50(4) 

$ 7,308 
$16,308 


Ui 


Includes directors fees. 

Represents estimated benefits under Company's Retirement Pension Plan, assuming continued employment at present 
rate of compensation until retirement. On December I, 1964, the Company adopted a non-contributory Retirement 
Pension Plan, qualified under the provisions of the Internal Revenue Code for qualified salaried employees between 
the ages of 25 and 55. Under the terms of the Plan, the normal retirement age is 65, subject to requirements for 
m inimum periods of employment. In certain circumstances, the Plan provides for earlier retirement with reduced 
benefits. Retirement income, determined by a formula baaed entirely on compensation and length of service, is 
funded by the purchase of life insurance contracts and a contribution to a separate investment fund which is ex¬ 
pected to provide the necessary amounts for retirement income payments at normal retirement date. Life insurance 
for the participant, if insurable, is provided during his employment. 

(3) Includes a payment of $10,000 of deferred compensation relating to prior years, but does not include legal fees 
charged by the law Arm of Robinson. Silverman, Pearce, Borden k Ball, of which Mr. Robinson is senior partner, in 
the aggregate amount of $107,750 for the year 1968. In January, 1967, the Company and Mr. Robinson 
agreed to an extension of Mr. Robinson's employment to 1970 at an annual remuneration of $50,000. It was 
also agreed that upon the termination of his employment he is to receive a deferred compensation of $2,083 per 
month for the same number of calendar months as are in the period from November, 1961, when Mr. Robinson 
assumed his present duties, to the date of such termination 

Does not include legal fees charged by the law firm of Iretl k Manella (of which Mr. Kaufman, a Director of 
Titan, is a partner) in the aggregate amount of $54,000 during the fiscal year ended December 31, 1968. 


( 4 ) 
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During 1961 the Company purchased 80% of the outstanding common stock of Bergman & Lefkow 
Insurance Agency, Inc., a subsidiary of the Company, from Mr. Samuel N. Bergman, who is a Senior 
Vice President and Director of the Company. In December 1968, the Company purchased the remain¬ 
ing 20% of the outstanding common stock at Bergman A Lefkow Insurance Agency, Inc. for a pur¬ 
chase price of $600,000 including interest at 4% per annum. The purchase price, which is subject to 
reduction in the event that the cumulative pre-tax earnings of Bergman & Lefkow Insurance Agency, 
Inc. do not equal $1,750,000 for the years 1968 through 1972, is payable in installments, the first of 
which was made in December of 1968 and the last of which is payable on March 31, 1973. 


n 

1969 STOCK OPTION PLAN 

The Board of Directors and Management believe that the Company's employee stock option pro¬ 
gram has been worthwhile in attracting and retaining important personnel. The Company's 1966 Employee 
Stock Option Plan (pursuant to which options covering an aggregate of 191,000 shares are outstanding 
and options covering 44,400 shares remained available for grant on March 31, 1969) is, in the opinion 
of the Company’s Board of Directors and Management, inadequate in various respects. Accordingly, on 
April 9,1969, the Board of Directors voted to terminate the 1966 Plan and to adopt a new stock option 
plan (the "1969 Plan”), all subject to and effective upon the date of stockholder approval. A copy of 
the 1969 Plan is attached hereto as Exhibit A. 

The purpose of the 1969 Plan is to secure for Titan and its stockholders the benefits arising from 
stock ownership by those selected executives and selected key employees of Titan and its affiliated com¬ 
panies who will be largely responsible for future growth and continued success. The Plan will provide 
a means whereby such key employees (including officers and directors who are employees) may be given 
an opportunity to purchase shares of Common Stock under options which will qualify as “qualified stock 
options” under Section 422 of the Internal Revenue Code of 1954, as amended by the Revenue Act of 
1964. At the present time the Company has no plans, arrangements, commitments or undertakings with 
respect to the granting of options under the 1969 Plan other than its normal anticipation of granting op¬ 
tions in order to attract or retain key personnel. 

Under the 1969 Plan (a) the total number of shares for which options may be granted is 150,000 
shares of Titan Common Stock; (b) the minimum option price is 100% of fair market value at the date of 
grant, except for options which are granted upon assumption of or in substitution for existing options as 
described below; (c) the maximum term of the option is 5 years; (d) the Plan will terminate on April 
9, 1979, unless it is sooner terminated by the Board of Directors; (e) options may be granted so as to be 
exercisable in installments on a cumulative basis, as the Stock Option Committee may determine; and 
ft) the Board of Directors may at any time amend the Plan and any option granted thereunder to the 
extent necessary to comply with applicable requirements of the Internal Revenue Code relating to stock 
options. 
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Under the 1969 PUn all key employees of Titan and it* subsidiaries (including officers and direc¬ 
tors who are employees) will be eligible for consideration for the grant of options bi: it is contemplated 
U»t only those who perform services of special importance to Titan In the management, operation and 
development of its business will be selected to receive options. Selection of the persons to be granted 
options will be made by a committee of the Board of Directors, the members of which will be chosen by 
the Board of Directors. Options granted under the Plan may not be exercised unleu the optionee was 
at the time of such exercise or, except in the case of death, within thirty (30) days prior thereto, in the 
fuU-time employ of Titan or a subsidiary. If an optionee dies while he is employed by Titan, then, dur¬ 
ing the period of one year following his death, his option may be fully exercised as if the optionee had 
lived and remained in the employment of Titan for the balance of the option term by the person or per¬ 
sons to whom the optionee’s rights under the option pass by Will or by the laws of descent and distribu¬ 
tion. Options are nontransferable other than by Will or the laws of descent and distribution. 

As indicated above, the stock options to be iuued under the 1969 Plan are intended to be “Quali¬ 
fied Stock Options” within the meaning of Section 422(b) of the Internal Revenue Code of 1954, as 
amended. No taxable gain or loss for federal income tax purposes will be recognized by Titan 
or a recipient of an option by reason of the grant of a qualified stock option under the 1969 Plan 
or upon the exercise of such option, provided that the recipient of such option does not dispose 
of the stock iuued upon exercise of the option for a period of three years after the issuance of such 
stock. If the recipient disposes of the stock acquired upon exercise of the option within such three-year 
period, he will realize taxable ordinary income for federal income tax purposes in the year of disposition 
in an amount equal to the difference between the fair market value of the stock on the date the option 
was exercised and the purchase price paid on the exerciu of the option, and Titan will be entitled to a 
corresponding deduction for federal income tax purposes. In addition, the recipient will realize capital 
gain or lou for federal income tax purposes on such disposition to the extent (if any) that the proceeds 
of such disposition exceed or are less than the fair market value of the stock on the date the option was 
exercised. 

"Hie 1969 Plan provides that options may be granted in substitution of existing options or existing 
options may be auumed in connection with any acquisition of the assets or stock of another company 
in a transaction constituting a tax-free reorganization. In such event, options may be granted at prices 
which may be leu than 100% of the fair market value of Titan's Common Stock on the date of their 
grant or assumption by Titan. 

In the event *’ "t an option granted under the 1969 Plan expires or is terminated unexercised u 
to any shares opti ued, such released shares may be optioned under the 1969 Plan. In the event that 
(1) the number of outstanding shares of Titan Common Stock shall be changed by reason of split-ups, 
combinations, reclassification of shares, stock dividends or otherwise or (ii) Titan Common Stock is con¬ 
verted into or exchanged for other shares as a result of any merger or consolidation (including a sale of 
assets) or other recapitalization, the total number of shares for which options may be granted, the number 
of shares then subject to options previously granted and the price per share payable upon exercise of such 
options shall be appropriately adjusted u determined by the Board of Directors so as to reflect such 
change. 
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Although the Board of Directors may at any time amend, iuspend or terminate the 1969 Plan, no 
action of the directors may increase the aggregate maximum number of shares issuable without the con¬ 
sent of the shareholders. Neither the amendment, suspension nor termination of the 1969 Plan will, 
without the consent of the optionee involved, alter or impair any rights or obligations under any option 
theretofore granted. 

No options have been or will be granted under the 1969 Plan until after its approval by the Com¬ 
pany’s stockholders. 

The Board of Directors believes that the 1969 Plan should be adopted to replace the Company's 
existing stock option plan, principally for the following reasons: 

(i) The Company’s Management believes that a greater number of options should be available 
than is provided for by its existing stock option plan for the purpose of attracting and retaining key 
personnel. 

(ii) In connection with the acquisition of the stock or assets of other companies, Titan may find 
it neceasary or desirable to assume existing options of the acquired company. The existing employer 
stock option (dan does not specifically provide for such assumption. 

The approval of the 1969 Stock Option Plan as described above will require the affirmative vote 
of the hoi den of a majority of the outstanding sham of Titan Common Stock entitled to vote at the 
Annual Meeting. The Board of Directors and Management of Titan recommend that you vote in favor 
of the proposed 1969 Stock Option Plan. 

As of March 31, 1969 there were outstanding options covering 191,000 shares of Titan’s Common 
Stock under its 1966 Employee Stock Option Plan (the ”1966 Plan”) to 25 officers and key employees 
of Titan and its subsidiaries. The exercise prices of the outstanding options granted under the 1966 Plan 
range from $6.00 to $17.75 per share, representing approximately 100% of the market value of the 
Common Stock at the date of grant. The average of the bid and asked prices in the over-the-counter 
market for Titan’s Common Stock on April 30, 1969 was $15.00. No monetary consideration is re¬ 
ceived by Titan for the grant of options under any of its Stock Option Plans. As of March 31, 1969, 
options to purchase 14,600 shares had been exercised under the 1966 Plan, and the outstanding options 
to purchase shares under the 1966 Plan expire as follows: 


No. of 

Year of Expiration Shares 

1971 . 13,500 

1972 . 4,000 

1973 . 158,500 

1974 . 15,000 
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The following tabulation (hows at to certain directors and officers and as to all directors w-' 
officers as a group (i) the amount of options granted since the beginning of the fifth previous full 
year and through March 31, 1969 and (ii) the amount of shares subject to all unexercised optk 
held as of March 31, 1969, No director or officer who has been granted options has exercised j„ ; ; 
options except for Richard K. McIntyre, who during the period May 27, 1968 through June 7, 
sold 16,500 shares of the Company's Common Stock at an average price of $18.25 per share, hit. 
McIntyre exercised an option to purchase 6,000 shares of Common Stock at $6.00 per share on 
December 19, 1968, on which date the average of the bid and asked prices of the Company's Common 
Stock in the over-the-counter market was $17.00 per share. 


% 

Option Granted 

1994 to March 31.1999 

Unaserdead Option 
March 31.1999 


Number of 
Option 

Average Par 
Share Option 
Prioa 

Number of 
Option 

Average Per 
Share Option 
Price 

Benjamin M. Robinson. 

25,o00 

$ 6.50 

25,000 

$ 6.50 

Anthony M. Prank. 

25,000 

6.50 

25,000 

6.50 

Samuel N. Bergman. 

25,000 

17.375 

25,000 

17.375 

Eugene A. Hegy, Jr.. 

— 

— 

— 


Richard K. McIntyre . 

15,000 

6.00 

9,000 

6.00 

All directors and officers as a group(9) 

137,500 

11.26 

124,000 

11.84 


In addition, during the period from January 1, 1964 through March 31, 1969, employees were 
granted options for 75,000 shares at an average option price per shsre of $13.50. 


OTHER BUSINESS 

The management does not know of any business to be presented other than the matters set forth 
above, but if other matters properly come before the meeting, it is the intention of the proxies to vote in 
accordance with their best judgment on such matters. 

By Order of the Board of Directors 

Richard K. McIntyre 

Secretary. 
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EXHIBIT A 

1969 STOCK OPTION PLAN 
OF 

TITAN GROUP, kNC. 

1. Purpose. 

The purpose of the 1969 Stock Option Plan (the Plan) is to secure for the Company and its stock¬ 
holders the benefits arising from stock ownership by those selected executive and selected key employees 
of the Company and its affiliates who will be responsible for its future growth and continued success. 
The Plan will provide a means whereby such key employees (including officers and directors who are em¬ 
ployees) of the Company and its affiliates may be given ui opportunity to purchase shares of common 
stock of the Company under options which will qualify as “qualified stock options" under §422 of the 
Internal Revenue Code of 1954, as amended by the Revenue Act of 1964. The term “affiliates" as used 
in the Plan means subsidiary corporations, as defined in §425(f) of the Internal Revenue Code of 1934, 
as amended by the Revenue Act of 1964. 

2. Amount op Stock. 

Options qualifying as “qualified stock options" under §422 of the Internal Revenue Code of 1934, 
as amended by the Revenue Act of 1964, may be granted from time to time to selected executive and se¬ 
lected key employees of the Company or of its affiliates to purchase an aggregate of not more than 
150,000 shares of the Company's common stock ($1.00 par value), which may consist in whole or in part 
of either authorized but unissued shares or issued shares reacquired by the Company. If an option is surren¬ 
dered or for any other reason ceases to be exercisable in whole or in part, the shares which were subject to 
such option but as to which the option had not been exercised shall continue to be available under the 
Plan. 

3. Eligibility and Participation. 

Selected executive and selected key employees of the Company and its affiliates, including officers, 
whether or not directors of the Company, shall be eligible for selection to participate in the Plan. Direc¬ 
tors of the Company or of its affiliates who are not also officers or employees are not eligible to partici¬ 
pate in the Plan. 

Nothing contained in this Plan, nor any option granted pursuant to the Plan, shall confer upon any 
employee any right to continue in the employ of the Company or its affiliates, nor limit in any way the 
right of the Company or any of its affiliates to terminate his employment at any time. 

4. Administration. 

(a) The Plan shall be administered by a committee (the Committee) consisting of not less than 
two directors of the Company to be appointed by the Board of Directors. The Board of Directors may 
from time to time remove members from, or add members to, the Committee. Vacancies on the Commit- 
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tee, however earned, shall be filled by the Board of Directors. The Committee shall select one of its mem¬ 
bers as Chairman, and shall hold meetings at such times and places as it may determine. A majority of 
the Committee shall constitute a quorum, and acts of the Committee at which a quorum is present, or 
acts reduced to or approved in writing by a majority of the members of the Committee, shall be the valid 
acts of the Committee. Subject to the express terms and conditions of the Plan, the Committee shall have 
full power to construe and interpret the Plan, to prescribe, amend and rescind rules and regulations re¬ 
lating to it, and to make all other determinations necessary or advisable for its administration. All de¬ 
terminations and interpretations made by the Committee shall be binding and conclusive on all partici¬ 
pants in the Plan and on their legal representatives and beneficiaries. 

(b) The Committee may from time to time determine which selected executive and selected key 
employees of the Company or of its affiliates shall be granted options under this Plan, and the namber 
of shares for which an option or options shall be granted to each of them. 

(c) The Committee shall report to the Board of Directors the names of selected executive and 
selected key employees granted options, the number of shares covered by each option and the terms and 
conditions of such option. 

5. Terms and Conditions op Options. 

Each option shall be evidenced by a Stock Option Agreement executed by the Company and the 
person to whom such option is granted and shall be subject to the following terms and conditions: 

(a) Price—The purchase price under each option shall be fixed by the Committee, provided, how¬ 
ever, that in no event shall such price be less than 100% of the fair market value of the Company’s 
common stock on the date the option is granted. 

(b) Option Period—Each option granted under the Plan shall expire on a date determined by the 
Committee, but in no event on a date later than five (S) years from the time the option is granted. 

(c) Exercise—Each option shall be exercisable in such installments during the period prior to its 
expiration date as the Committee shall determine, provided that in the event the Employee-Optionee shall 
not in any given installment period purchase all of the shares which he is entitled to purchase in such in¬ 
stallment period, his right to purchase any shares not purchased in such installment period shall continue 
until the expiration date or sooner termination of his option. 

(d) Nowaaatgnability—Options granted under the Plan shall be nontransferable by the Employee- 
Optionee, either voluntarily or by operation of law, otherwise than by Will or the laws of descent and 
distribution, and shall be exercisable during his lifetime only by him. 

(e) Ten dsa ttos—All unexercised options shall terminate and become null and void if the Em¬ 
ployee-Optionee ceases to be an employee of the Company (whether by resignation, retirement, dismissal, 
or otherwise), except that in the event of the termination of such employment for any reason other than 
the death of the Employee-Optionee, the Employee-Optionee may at any time within a period of thirty 
(30) days thereafter exercise the option granted thereby to the extent such option was exercisable by 
the Employee-Optionee on the date of the termination of such employment. In the event of the death of 
the Employee-Optionee while in the employ of the Company, the options granted to such Employee- 
Optionee shall become fully exercisable, to the sameextent and effect as if the Employee-Optionee had 
lived and remained in the employment of the Company for the balance of the option period, and may be 
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exercised immediately or any time within one (1) year after such death by the person or person* to whom 
the Employee-Optionee’s righto under the option shall pass by Will or by the applicable Uws of descen 
and distribution. This provision may not, however, be construed as extending the terminal date specified 
in the Stock Option Agreement itself. 

(f) Other Provisions—The option may contain such other terms, provisions and conditions not in¬ 
consistent with the Plan as may be determined by the Committee and shall include such provisions and 
conditions as may be necessary to qualify the option as “qualified stock options under 5422 of the In¬ 
ternal Revenue Code of 1954, as amended by the Revenue Act of 1964, or as “restricted stock options 
under 1424 of the Internal Revenue Code of 1954, as amended by the Revenue Act of 1964. Referee--* 
in the Plan to any section of the Internal Revenue Code of 1954, as amended by the Internal Revenue Act 
of 1964, shall be deemed to mean such section of the Internal Revenue Code of 1954, as amended by the 
Revenue Act of 1964, as now in effect or as it may be hereafter amended from time to time. 


6. Assumed OrnoNa. 

In connection with any transaction to which 1425(a) of the Internal Revenue Code of 1954, as 
amended by the Revenue Act of 1964, is applicable, options may be granted pursuant hereto in substitu¬ 
tion of existing options or existing options may be assumed whether, in either case, such existing options 
qualify as “qualified stock options" under §422 of the Internal Revenue Code of 1954, as amended by the 
Revenue Act of 1964, or as “restricted stock options" under §424 of the Internal Revenue Code of 1954, 
as amended by the Revenue Act of 1964. Notwithstanding anything to the contrary contained in this 
Plan options granted pursuant to this paragraph shall be at such prices and shall contain such terms, pro¬ 
visions and conditions as may be determined by the Committee and shall include such provisions and con¬ 
ditions as may be necessary to meet the requirements §425(a) of the Internal Revenue Code of 1954, as 
amended by the Revenue Act of 1964, as now in effect or as it may be hereafter amended from time to time. 


7. Adjustments. 

In the event that the shares of stock subject to the Plan shall be changed into or exchanged for a 
different number or kind of shares of stock or other securities of the Company or of another corpora¬ 
tion (whether by reason of merger, consolidation, recapitalization, reclassification, split-up, combination 
of shares, or otherwise) or if the number of such shares of stock shall be increased through the payment 
of a stock dividend, then there shall be substituted for or added to each share of stock of the Company 
theretofore appropriated or thereafter subject or which may become subject to an option under this Plan, 
the number and kind of shares of stock or other securities into which each outstanding share of stock 
of the Company shall be so changed, or for which each such share shall be exchanged, or to which each 
such share shall be entitled, as the case may be. Outstanding options shall also be appropriately amended 
as to price and other terms as may be necessary to reflect the foregoing events. In the event there shall 
be any other change in the number or kind of the outstanding shares of the stock of the Company sub¬ 
ject to the Plan, or of any stock or other securities into which such stock shall have been exchanged, then 
if the Committee shall, in its sole discretion, determine that such change equitably requires an adjustment 
in any option theretofore granted or which may be granted under the Plan, such adjustments shall be 
made in accordance with such determination. 

Fractional shares resulting from any adjustment in options pursuant to this paragraph 7 may be set¬ 
tled in cash or otherwise as the Committee shall determine. Notice of any adjustment shall be given by 
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the Company to each holder of an option which shall have been so adjusted and such adjustment 
(whether or not such notice is given) shall be final, effective, binding and conclusive for all purposes of 
the Plan. 

The Board of Directors shall have the power, in the event of any merger or consolidation of the 
Company with or into any other corporation, or the merger or consolidation of any other corporation 
into the Company, to amend all outstanding options to permit the exercise of all such options prior to 
the effectiveness of any such merger or consolidation and to terminate such options as of such effec¬ 
tiveness. If the Board of Directors shall exercise such power, all options then outstanding and subject to 
such requirement shall be deemed to have been amended to permit the exercise thereof in whole 
or in part by the grantee at any time or from time to time as determined by the Board of Directors 
prior to the effectiveness of such merger or consolidation and such options shall be deemed to termi¬ 
nate upon such effectiveness. 

8. Governmental Requirements. 

No option granted pursuant to this Plan shall be be exercisable in whole or in part, and the Com¬ 
pany shall not be obligated to sell any shares of stock subject to any such option, if such exercise and sale 
would, in the opinion of counsel for the Company, require registration of such shares under the Securities 
Act of 1933 (or other Federal or State statutes having similar requirements), as it may be in effect at 
that time, and the Company shall at such time not desire to so register such shares. Each option shall 
be subject to the further requirement that, if at any time the Committee shall determine in its discretion 
that the listing or qualification of the shares of stock subject to such option on any securities exchange 
or under any applicable law, or the consent or approval of any governmental regulatory body, is neces¬ 
sary or desirable as a condition of, or in connection with, the granting of such option or the issue of 
shares thereunder, such option may not be exercised in whole or in part unless such listing, qualifica¬ 
tion, consent or approval shall have been effected or obtained free of any conditions not acceptable to 
the Board of Directors. Notwithstanding the foregoing, the restrictions and conditions contained in this 
paragraph 8 shall be inoperative upon the occurrence of the registration with the Securities and Ex¬ 
change Commission of the shares of stock subject to any such option and upon the occurrence of such 
other contingencies and under such circumstances as the Company in its discretion determines are 
adequate to protect the Company from liability for the issue or transfer of the shares subject to 
such option. 

9. Proceeds From Sale op Stock. 

Proceeds from the sale of stock pursuant to the options granted under the Plan shall be added to the 
general funds of the Company. 

10. Amendment, Suspension, or Termination of the Plan. 

This Plan shall terminate ten (10) years from the date on which it is adopted by the Board of Di¬ 
rectors. The Board of Directors may at any time amend, suspend, or earlier terminate this Plan. How¬ 
ever, no action of the Board of Directors may increase the maximum aggregate number of shares to be 
offered for sale under options granted pursuant to this Plan, and neither the amendment, suspension, nor 
termination of the Plan shall, without the consent of the Optionee, alter or impair any rights or obliga¬ 
tions under any option theretofore granted under the Plan. No option may be granted during any period 
of suspension, or after termination of the Plan. 
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AGREEMENT OF SALE 


THIS AGREEMENT OF SALE is made thi» _ day of 

_, 1968, by and among the shareholders listed 

on Exhibit "A" attached hereto (hereinafter collectively 
referred to as the "FAGGEN SHAREHOLDERS") and TITAN GROUP, 
INC., a Delaware corporation.- having its principal office at 
529 Fifth Avenue, New York, New York (hereinafter referred 
to as "TITAN"). 

RECITALS 

This Agreement is made in light of the following 
circumstances: 


(i) The FAGGEN SHAREHOLDERS own all of the issued and 
outstanding stock (as shown on Exhibit "A" attached hereto) 

of EMPLOYEE FUND SERVICES CORP., a _ corporation, 

ACTUARIAL TABULATING CORP., a _ corporation, 

HAROLD FAGGEN ASSOCIATES, INC., a _ corporation, 

an<S -- - CORP., a ___ corporation, 

each with its principal place of business at 853 Broadway, 

New York, New York (hereinafter referred to collectively as 
the "FAGGEN COMPANIES"); and 

(ii) The FAGGEN COMPANIES are in the business of pro¬ 
viding actuarial and computer services and related activities; 


and 

(iii) TITAN (together with its subsidiary corporations) 
is engaged in diverse real estate, insurance, service and 
related activities; a;.d 

(iv) TITAN and the FAGGEN SHAREHOLDERS believe that it 
would be in their mutual best interests, and in the interest 
of TITAN'S shareholders, for TITAN to purchase and acquire 
all of the issued and outstanding stock of the FAGGEN 


COMPANIES. 


1 A /'ll 
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NOW, THEREFORE, in consideration of the premises and 
the mutual covenants hereinafter contained, the parties 
hereto agree as followsi 

1 . Transfer of Stock . For the consideration herein¬ 
after provided, the FAGGEN SHAREHOLDERS shall sell, transfer, 
assign and convey to TITAN on the Closing Date (hereinafter 
defined) all of the issued and outstanding stock of each of 
the FAGGEN COMPANIES. 

2. Consideration for the Stock of the FAGGEN COMPANIES . 
In consideration for said transfer and assignment by the 
FAGGEN SHAREHOLDERS, TITAN agrees to pay an aggregate purchase 
price of Five Million Five Hundred Thousand Dollars 
($5,500,000.00), which will be represented by TITAN'S 4* 
Convertible Installment Notes (the "Notes") in an aggregate 
principal amount equal to sufch purchase price and allocated 
among the FAGGEN SHAREHOLDERS in accordance with their 
interests as shown on Exhibit "A". The Notes shall be 
delivered to the FAGGEN SHAREHOLDERS on and shall be dated 

as of the Closing Date. The Notes shall bear interest at 
the rate of four percent (4%) per annum and shall be payable 
in two (2) installments, as set forth in and otherwise in 
the form attached hereto as Exhibit "B". 

3. Representations and Warranties of the FAGGEN 
SHAREHOLDERS . The FAGGEN SHAREHOLDERS hereby jointly and 
severally represent and warrant the following (the truth and 
accuracy of each of which shall constitute a condition prece¬ 
dent to TITAN'S obligations hereunder)* 

3.1 Financial Statements . Attached hereto and 
made a part hereof arc the following exhibits: 

- 2 - 
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Exhibit "C" - Balance Sheet and supporting 
schedules o£ each of the 
FAGGEN COMPANIES as at the 
end of the last fiscal year 
of each. 


Exhibit "D" - Income Statement, together 

with supporting schedules, of 
each of the FAGGEN COMPANIES 
for their last fiscal years. 

Exhibit "E" - Balance Sheet and supporting 
schedules of each of the 
FAGGEN COMPANIES as at 
September 30, 1966. 

Exhibit “F" - Income Statement, together 

with supporting schedules, of 
each of the FAGGEN COMPANIES 
for the periods ended 
September 30, 1968. 

Exhibits "C“, "D", "E" and "F" (i) are in accordance 


with the respective books and records of the FAGGEN COMPANIES 
(except as stated therein to the contrary), (ii) set forth 


fairly each of their financial condition and results of 


operations as at the relevant dates thereof and for the 
periods covered thereby, all prepared in accordance with 
generally accepted accounting principles, (iii) contain and 
reflect all necessary adjustments for a fair presentation of 
the results of operations and financial condition for the 
periods covered by said financial statements, and (iv) with 
respect to each of the FAGGEN COMPANIES’ contracts and conmit- 
ments, contain and reflect reserves for all material 
liabilities and for all reasonably anticipated material 
losses and costs in excess of expected receipts. 

3.2 Investment in Other Entities . There are no 
entities in which any of the FAGGEN COMPANIES has any debt 
(other than trade accounts receivable) or equity interest, 
or any right or option to acquire any such interest, other 
than as set forth on a schedule attached hereto as Exhibit m G m 


- 3 - 
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3.3 Organization and Good Standing of FAGGEN 
COMPANIES . Each of the FAGGEN COMPANIES is a corporation 
duly organized and existing and in good standing under the 
laws of the respective state of its incorporation, and has 
full corporate power to carry on its business as now con¬ 
ducted, and is entitled to own or lease or operate its 
properties and assets now owned, leased or operated by it. 
Each is qualified .to do business and is in good standing in 
each jurisdiction (including foreign countries) in which the 
nature of its business and/or the character of its properties 
stake such qualification necessary. 

3.4 (i) Outstanding Securities of FAGGEN 
COMPANIES . The authorized capital stock and number of 
shares issued and outstanding on the date hereof of each of 
the FAGGEN COMPANIES is listed on Exhibit "A" attached hereto. 
Other than as disclosed in exhibits to this Agreement, no 
shares of any of the FAGGEN COMPANIES are held by any of 
them in their treasury or otherwise. All of the outstanding 
stock of each of the FAGGEN COMPANIES is validly issued, 
fully paid and nonassessable. 

(ii) Outstanding Options and Warrants . There 
are not, and on the Closing Date there will not be, any 
options, warrants or' other rights outstanding for the 
purchase of, nor'any securities convertible into, capital 
stock of any of the FAGGEN COMPANIES, whether issued, 
unissued or held in the treasury. 

3.5 Absence of Certain Changes . Other than as 
disclosed in exhibits to this Agreement, since September 30, 
1968, there has not been: 

(i) any material adverse change in the 

- 4 - 
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financial condition, assets, liabilities, or businesses of 
the FAGGEN COMPANIES or any of them; 

(ii) any damage, destruction or loss, whether 
or not covered by insurance, materially and adversely affect¬ 
ing any of the FAGGEN COMPANIES' properties or businesses; 

(iii) any material increase in the compensation 
payable or to become payable by any of the FAGGEN COMPANIES 
to any employees or agents, or any bonus payment or arrange¬ 
ment made to or with any thereof j 

(iv) any payment by any of the FAGGEN COMPANIES 
of dividends or any distribution by any of them of any assets 
of any kind whatsoever to any of their stockholders in 
redemption or as the purchase price of any of their capital 
stock or in discharge or cancellation, whether in part or in 
whole, of any indebtedness (whether in payment of principal, 
interest or otherwise) owing to any of same; 

(v) any mortgage, pledge or subjection to lien, 
charge or encumbrance of any kind of any of the FAGGEN 
COMPANIES' assets, tangible or intangible; 

(vi) any sale or transfer of any of the FAGGEN 
COMPANIES' assets, or any cancellation of any of the debts or 
claims by any of the FAGGEN COMPANIES, except in the ordinary 
course of business; 

(vii) any sale, assignment or transfer by any 
of the FAGGEN COMPANIES of any patents, trademarks, trade 
names, copyrights or other intangible assets; • 

(viii) any material amendment or termination of 
any material contract, agreement or license to which the 
FAGCEN COMPANIES or any of them is a party otherwise than in 
the ordinary course of business; 

- 5 - 
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(ix) any commitment by any of the FAGGEN 
COMPANIES (through negotiations or otherwise) or any liability 
incurred to any labor organization actually or purportedly 
representing or attempting to represent any of the employees 
Of the FAGGEN COMPANIES; or 

(x) any event or condition of any character, 
materially and adversely affecting the businesses or properties 
of any of the FAGGEN COMPANIES. 

3.6 Contracts . Attached hereto as Exhibit "H" is 
a schedule of all Material Contracts and Commitments con¬ 
taining a list of all such contracts and commitments to which 
any of the FAGGEN COMPANIES is a party or by which any is 
bound. For the purpose of this Paragraph 3.6, the term 
"Material Contracts Commitments’ shall be defined as 
(i) all contracts or commitments out of the orlinary course 
of business; (ii) all contracts and commitments involving an 
obligation which cannot or in reasonable probability will not 
be performed or terminated before January 31, 1969; (iii) all 
contracts or commitments affecting ownership of, title to, 
use of, or any interest in real estate; (iv) all patent 
licensing agreements and all other agreements and commitments 
respect to patents, patent applications, trademarks, 
trade names, technical assistance, know-how, copyrights or 
other like items; (v) all bonuses, incentive compensation, 
pension, group insurance or employee welfare plans of any 
nature whatsoever; (vi) all collective bargaining agreements 
or other contracts or commitments to or with any labor 
unions or other employee representatives or groups of 
employees; (vii) employment contracts and all other contracts, 
agreements or commitments to or with individual employees or 


- 6 - 



1561 

Defendant's Exhibit F 

agents extending for a period of more than six (6) months 
frcm the date hereof or providing for earlier termination 
only upon the payment of a penalty or equivalent thereof; 

(viii) all other contracts or commitments providing for pay¬ 
ments based in any manner upon the sales, purchases or 
profits of the FAGGEN COMPANIES or any of them; (ix) any 
contract or commitment, whether in the ordinary course of 
business or not, which involves future payments, performance 
of services or delivery of goods and/or materials, to or by 
the FAGGEN COMPANIES or any of them of an aggregate amount 
or value in excess of Twenty-Five Thousand Dollars ($25,000.00). 
There has not been any material default in any obligation to 
be performed by any of the FAGGEN,COMPANIES under any such 
Material Contract or Commitment listed on the said Exhibit 
"H", and none of the FAGGEN COMPANIES has waived or suffered 
the loss or extinguishment of any material right under any 
such Materiel Contract or Commitment. 

3.7 (a) Properties . Attached hereto as Exhibit "I" 

Is a schedule of all real property owned in fee by any of the 
FAGGEN COMPANIES, together with a summary of all other real 
property, including leaseholds and options to purchase real 
property, owned by the FAGGEN COMPANIES or any of them or in 
which they or any of them have any interest, containing an 
accurate description thereof and an accurate summary of the 
principal terms of all leases and options to purchase real 
property, including the names of its lessors and persons or 
entities against whom options to purchase real property are or 
will be exercisable. Each of the FAGGEN COMPANIES has good 
and marketable title to all of its properties and assets 
(including but not limited to those reflected in their 
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respective balance Sheets as at September 30, 1968, except 

as since sold or otherwise disposed of in the ordinary 

course of business), all free and clear of all covenants, 

conditions, easements, liens, charges and encumbrances other 

than as set forth in exhibits attached to this Agreement, 

and other than liens for property taxes not delinquent. The 

plants, structures, leasehold improvements, equipment, and 

other tangible assets of each of the FAGGEN COMPANIES are, 

to the knowledge and belief of the FAGGEN SHAREHOLDERS, in 

good operating condition and repair, subject only to ordinary 

wear and tear. There has been no failure of any of the FAGGEN 

COMPANIES to comply in all material respects with all laws, 

regulations and orders applicable to its properties and 

businesses which has not been, or by the Closing Date will not 

have been, remedied without material adverse effect upon the 

businesses and/or assets of the FAGGEN COMPANIES. 

(b) Foreign Assets . The FAGGEN COMPANIES 

have no interests in nny assets, real or personal, tangible 

% 

or intangible, located outside of the continental limits of 
the United States, including stock, securities, or investments 
in, claims against, or receivables from .any entities or persons 
with substantial properties or business so located. 

3.8 Absence of Undisclosed Liabilities . Except as 
specifically set forth in exhibits to this Agreement, none of 
the FAGGEN COMPANIES is obligated for, nor are any of their 
assets or properties subject to, any liabilities or materially 
adverse obligations, whether or not such liabilities are 
normally shown or reflected on a balance sheet prepared in a 
manner consistent with generally accepted accounting princi- " 
pics, other than liabilities or obligations arising in the 



1563 

Defendant's Exhibit F 


ordinary course of business since September 30, 1968, none 
of which are materially adverse. None of the FAGGEN 
COMPANIES is in default in respect to any material term or 
condition of any indebtedness or liability (including trade 
payables). There are no facts in existence on the date 
hereof and known to any of the FAGGEN SHAREHOLDERS which 
might reasonably serve as the basis for any material liabili- 
- ties or obligations of the FAGGEN COMPANIES or any of them 
not disclosed in this Agreement or in exhibits hereto. 

3.9 Outstanding Indebtedness . Attached hereto as 
Exhibit "J" is a true and complete list of all indebtedness 
(other than trade accounts payable and normal accruals of 
expenses and taxe« arising in the ordinary course of business 
with respect to which no assets have been pledged or other* 
wise hypothecated, voluntarily or involuntarily), of each of 
the FAGGEN COMPANIES or with respect to which any of their 
properties or assets are subject, including a description of 
all of the terms thereof, and a description of all properties 
or assets pledged, mortgaged or otherwise hypothecated 
(voluntarily or involuntarily) as security therefor. 

3.10 Patents, Trademarks, etc . 

(i) Attached hereto as Exhibit "K" is a summary 
of patents, patent applications, trade names, trademarks, 
trademark registrations and applications therefor, copyrights, 
licenses, franchises and other assets of like kind, any 
interest in which is owned by, or registered In the name of, 
any of the FAGGEN COMP/vNIES. Except as specified on Exhibit 
"K", the FAGGF.N COMPANIES own and/or possess licenses or 
rights to use (without payment of royalties, except to the _ 
extent set forth in agreements enumerated in said Exhibit "K") 
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all patents, trade names, trademarks, copyrights, inventions 
and processes now used in the conduct of their businesses; 
and such licenses or rights have to date been adequate for 
the conduct of said businesses. Except as disclosed in 
exhibits to this Agreement, such patents, trade names, trade¬ 
marks, copyrights, inventions and processes do not conflict 
with the asserted rights of others. Each of the FAGGEN 
COMPANIES has,.in -all material respects, performed all the 
obligations required to be performed by it to date and is not 
in default in any material respect under any of the foregoing. 

(ii) The FAGGEN SHAREHOLDERS have no interest 
in any patents, patent applications, trade names, trademarks, 
trademark registrations and applications therefor, copyrights, 
licenses, franchises or other assets of like kind which 
infringe upon, conflict with, relate to improvements or modi¬ 
fications of, or relate to any invention, design, process or 
improvement which may supplement, substitute for or compete 
with any patents, trade names, trademarks, copyrights, inven¬ 
tions or processes now used or potentially usable by the 
FAGGEN COMPANIES or any of them in the conduct of their 
businesses. 

3.11 Tax Returns and Audits . 

(i) Each of the FAGGEN COMPANIES has filed 
all income, franchise and other tax returns required to be 
filed (including those owing to the United States or other 
government or any subdivisions thereof) by it by the date 
hereof. The provisions for federal, foreign, state, county 
and local taxes reflected on its financial statements and 
exhibits attached hereto are adequate to cover its liabilities 
for'such taxes with respect to the period then ended and for 
all prior periods. 
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(ii) the FAGGEN SHAREHOLDERS have heretofore 
delivered to TITAN copie* of the federal, state and foreign 
tax returns for the taxable years ending in 19S4 through 
1968 for each of the FAGGEN COMPANIES, constituting complete 
and accurate representations of their respective tax liabil¬ 
ities for said years and accurately reflecting their position 
with respect to future tax liabilities by accurately setting 
forth all relevant items, including the tax bases of all 
assets, to the extent required to be set forth in said returns. 

(iii) Each of the FAGGEN COMPANIES has not, and 
on the Closing Date shall not have, consented pursuant to the 
provisions of Section 341(f) of the Internal Revenue Code of 
1954, as amended, to have the provisions of Section 341(f)(2) 
apply to the transfers of stock pursuant to this Agreement. 

(iv) Notwithstanding anything to the contrary 
in this Agreement or any exhibits hereto, each of the FAGGEN 
COMPANIES has no liabilities for any taxes with respect to 
current periods, or any prior periods, pursuant to any section 
of the Internal Revenue Code of 1954, as amended (or compar¬ 
able provisions of any state income or franchise tax law), 
other than corporate income taxes (or comparable state fran¬ 
chise taxes) due pursuant to Section 11 (including Section 
1562) of said Internal Revenue Code of 1954, as amended (or 
comparable state income or franchise tax laws). 

3.12 Litigation . Except as set forth in Exhibit "L" 
attached hereto, as of the date hereof, rone of the FAGGEN 
COMPANIES nor any of the FAGGEN SHAREHOLDERS has been served 
with any summons, complaint or notice to arbitrate, and the 
FAGGEN SHAREHOLDERS have no knowledge of any suit, equitable 
or legal, administrative, arbitration or other proceeding 
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pending or threatened against any of the FAGGEN COMPANIES, 
which relates to any of the businesses, properties or assets 
of the FAGGEN COMPANIES. 

3.13 Labor Problems . Except as disclosed in exhibits 
to this Agreement, each of the FAGGEN COMPANIES has not been 

a party to any contract or agreement with a labor union or any 
local or subdivision thereof actually or purportedly acting 
for or on behalf of any of the employees of the FAGGEN COMPANIES, 
nor has any of them been charged with any unresolved unfair 
labor practices, nor do any of the FAGGEN SHAREHOLDERS have 
knoGledge of any present union organizing activity among any 
of the respective employees of the FAGGEN COMPANIES. 

3.14 Insurance Coverage . Each of the FAGGEN COMPANIES 
maintains policies of fire, liability, warranty, use and 
occupancy and other forms of insurance, covering its properties 
and assets, in amounts and against such losses and risks as 
are generally maintained for comparable businesses and 
properties, and valid policies for such insurance will be out¬ 
standing and duly in force on the Closing Date. 

3.15 Interests in Competitors, Suppliers, Customers, 

etc . Except as disclosed in Exhibit "M", none of the FAGGEN 
SHAREHOLDERS or members of their immediate families owns, 
directly or indirectly, individually or collectively, a 
material interest in any corporation, partnership, firm or 
asosication which (i) is a competitor, potential competitor, 
customer or supplier of any of the FAGGEN COMPANIES or (ii) 
has an existing contractual relationship with any of the 
FAGGEN COMPANIES, including but not limited to lessors of 
real or personal property leased to any of the FAGGEN __ 

COMPANIES and entities against whom rights or options are 
exercisable by an of the FAGGEN COMPANIES. 



1567 

Defendant's Exhibit F 


3•16 Indebtcdnasa to Officers, Directors and Stock¬ 
holders . Other than a> set forth in Exhibit "N", none of the 
FAGGEN COMPANIES is now indebted, nor shall be indebted on 
the Closing Date, to any of those persons who are on the date 
hereof stockholders, officers and/or directors of the 
FAGGEN COMPANIES or to their respective spouses or children 
in any amount whatsoever other than for compensation for 
services rendered. 

3.17 Articles of Incorporation and By-Laws . The 
FAGGEN SHAREHOLDERS have heretofore delivered to TITAN true, 
accurate and complete copies of the Articles of Incorporation 
and By-Laws, together with all amendments to each of same, 

of each of the FAGGEN COMPANIES. Nothing contained therein 
prevents or adversely affects the consummation of the trans¬ 
actions contemplated by this'Agreement. 

3.18 Corporate Minutes . The FAGGEN SHAREHOLDERS 
have heretofore furnished (or will hereafter furnish) to 
TITAN for its examination the minute books of each of the 
FAGGEN COMPANIES containing complete and accurate records of 
any and all proceedings and actions at all meetings of their 
stockholders and Boards of Directors required to be set 
forth in such minutes. 

3.!? Onerous Agreements, etc . Each of the FAGGEN 
COMPANIES is not a party to, or otherwise bound by, any 
contracts, commitments or undertakings (contractual or other- 
wise) which are materially adverse, onerous or otherwise 
harmful to its business, properties or assets, except as 
disclosed herein or in exhibits to this Agreement. 

3.20 Brokerage and Finder's Fees . The FAGGEN 
SHAREHOLDERS hereby warrant and represent that neither they 
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nor any of tha FAGGEN COMPANIES, nor any of their employees 
or agents, have incurred any liability to any broker, 
finder or agent for any brokerage fees, finder's fees or 
commissions with respect to the transactions contemplated by 
this Agreement, which liability will diminish the assets and 
properties of any of the FAGGEN COMPANIES or will affect the 
shares transferable to TITAN hereunder, or which liability 
may be asserted against TITAN or any of the FAGGEN COMPANIES. 

3.21 Qualification in Other States . Attached 
hereto as Exhibit "0" is an accurate and complete list of 
*11 states and foreign countries in which any of the FAGGEN 
COMPANIES is qualified to do business. 

3.22 Material Misstatements or Omissions . No repre¬ 
sentations or warranties by the FAGGEN SHAREHOLDERS in this 
Agreement nor any document, statement, certificate or schedule 
furnished or to be furnished to TITAN pursuant hereto, w . .. 
connection with the transactions contemplated hereby, contains 
or will contain any untrue statement of a material fact neces¬ 
sary to make the statements or facts contained therein not 
misleading. 

3.23 Rapresentations and Warranties at Closing . 

Except as expressly herein otherwise provided, the represen¬ 
tations and warranties of the FAGGEN SHAREHOLDERS set forth 
in this Agreement shall be true on and as of the Closing 
Date as though such representations and warranties were made 
on and as of such time. 

4 . Obligations and Covenants of the FAGGEN SHA R EHOLDERS . 
The FAGGEN SHAREHOLDERS hereby jointly and severally covenant 
and agree as follows (the fulfillment of each of such cove¬ 
nants and agreements hereby constituting a condition precedent 
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to TITAN'S obligations hereunder) t 

4.1 Conduct of Business . Between the date hereof j^H 

and the Closing Date, the FAGGEN SHAREHOLDERS agree to use 

their best efforts (i) to have the businesses of each of 
the FAGGEN COMPANIES conducted diligently and only in the 
ordinary course, and (ii) (without making any commitment on 

behalf of or which would be binding upon TITAN) to preserve |H 

each of the FAGGQt COMPANIES' business organization intact, 

to keep available to each of the FAGGEN COMPANIES and for 

the -benefit of TITAN its oresent officers and employees and 

to preserve its relationships with suppliers, customers and 

others having business relations with it. 

4.2 Tax Returns and Reports . The FAGGEN SHARE- 

HOLDERS agree to use their best efforts to have income, hH 

franchise, sales and other tax returns and reports of each 

of the FAGGEN COMPANIES which have not yet been filed prior 

to the date hereof prepared by each of the FAGGEN COMPANIES 

but not filed without prior examination by and approval of 

TITAN. The FAGGEN SHAREHOLDERS agree to use their best 

efforts to have each of the FAGGEN COMPANIES obtain all HH 

extensions of time from Governmental authorities necessary 
to effectuate this provision. 

4.3 Accounts Receivable . Within twenty (20) days 
from the date hereof, the FAGGEN SHAREHOLDERS shall deliver 

to TTTAN a schedule of accounts receivable of each of the HH 

FAGGEN COMPANIES as at September 30, 1968. Said schedule shall 
contain a list of all said accounts receivable, properly 

aged in accordance with the date each account receivable fet, 

originally came into existence, without taking into account- ' BjH 

any renewals thereof. HT 
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4,4 salaried Employees . On or prior to the Closing 
Date, the FAGGEN SHAREHOLDERS shall deliver to TITAN a true 
and complete list as of the date of this Agreement, showing 
the names of all persons to whom any of the FAGGEN COMPANIES 
has paid or is obligated to pay any salary or other compensa¬ 
tion for the calendar year 1968, their annual rate of compen¬ 
sation and the nature of their duties entitling them to such 
compensation. Said list shell contain all of the employees 
of each of the FAGGEN COMPANIES except those whose compensa¬ 
tion is based upon an hourly or piece work rate. The FAGGEN 
SHAREHOLDERS shall not allow any of the FAGGEN COMPANIES to 
increase the rate of compensation payable or to become payable 
to any of its officers, employees or agents over the rate 
being paid to them at the date hereof, other than normal 

increases in the ordinary coujrse. 

4.5 Banks, etc . On or prior to the Closing Date, 
the FAGGEN SHAREHOLDERS shall deliver to TITAN the name of 
each bank, *vings and loan, or other financial institutions, 
in which any of the FAGGEN COMPANIES has an account or safe 
deposit box, and the names of all persons authorized to draw 

thereon or to have access thereto. 

4.6 Continuation of Insurance . From and after 
the date hereof and until the Closing Date, the FAGGEN SHARE¬ 
HOLDERS shall cause each of the FAGGEN COMPANIES to continue 
to carry its existing insurance policies subject only to 
variation in amounts required by the ordinary operations 
of its businesses. At the request of TITAN ana at its sole 
expense, the amount of any of the FAGGEN COMPANIES" insurance 
against fires, liabilities, loss of use and occupancy, and 
other risks shall bo obtained or increased by such amount or 
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amounts as TITAN shall specify. 

4.7 Contracts . The FAGGEN SHAREHOLDERS shall not 
allow any of the FAGGEN COMPANIES to enter into or become 
a party to any contract or commitment under which the value 
of services to be performed by or for any of the FAGGEN 
COMPANIES or the cost of goods to be sold to or by any of 
the FAGGEN COMPANIES under any one such contract or corrmit- 

ment may exceed ____ Dollars ($ ) 

without the prior written consent of TITAN. 

*' 8 Capital Transactions . The FAGGEN SHAREHOLDERS 
shall not allow the FAGGEN COMPANIES to make any commitment 
for capital expenditures, other than for ordinary repairs and 
maintenance and minor plant additions and replacements and 
other than commitments for purchase of machinery and equipment 

not exceeding an aggregate of _ Dollars 

^ ) without the prior written consent of TITAN. 

Distribution to Stockholders . The FAGGEN 
SHAREHOLDERS hereby agree that between the date hereof and 
the Closing Date, they will not allow any of the FAGGEN 
COMPANIES to pay any dividend or make any other distribution 
or payment with respect to any of their capital stock or to 
redeem, purchase or otherwise acquire any of their capital 
stock. — 

4.10 Issuance of Capital Stock . From and after the 
date hereof and until the Closing Date, the FAGGEN SHARE¬ 
HOLDERS shall not allow any of the FAGGEN COMPANIES to issue 
any additional securities or shares of capital stock, or 
issue or grant any options or rights with respect to the 
same, for consideration or otherwise. 

4.11 Pe nding and Subs eq uent Actions . The FAGGEN 
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SHAREHOLDERS will cooperate, and will ute their best efforts 
to have the officers, directors and other employees of each 
of the FAGGEN COMPANIES cooperate, with TITAN at its request 
and expense on and after the Closing Date in endeavoring to 
effect the collection of all receivables and other items 
owing to each of the FAGGEN COMPANIES, in connection with 
actions, proceedings, arrangements or disputes relating to 
the adjustment of federal income and other taxes of any of 
the FAGGEN COMPANIES for all periods prior to the Closing 
Date find in connection with any other actions, proceedings, 
arrangements or disputes involving any of the FAGGEN COMPANIES 
and/or TITAN based upon contracts, arrangements or acts of any 
of the FAGGEN COMPANIES which were in effect or occurred on 
or prior to the Closing Date. 

4.12 Patent Improvements . The FAGGEN SHAREHOLDERS 
agree that, for the life of any patents owned by any of the 
FAGGEN COMPANIES and during the time when any patent applica¬ 
tions owned by any of the FAGGEN COMPANIES remain pending, 
and during the life of any patents related thereto, or any 
divisions, continuations, continuations in part or reissues 
of any such patents, they will forthwith disclose and assign 
and transfer to the FAGGEN COMPANIES and/or TITAN, without 
further consideration, any future developments, improvements 
or modifications by them of the inventions covered by any 
such patents or applications. 

4.13 Covenant Not to Compete . The FAGGEN SHAREHOLDERS 
agree that on the Closing Date each of them shall deliver to 
TITAN an executed Covenant Not to Compete covering a term and 
containing other conditions and provisions as indicated on 
Exhibit “P" attached hereto. 
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TITAN and the FAGGEN SHAREHOLDERS acknowledge that 
the Covenants Not to Compete to be delivered pursuant hereto 
were not separately bargained for, and represent merely an 
incident to the continuation of the goodwill of the FAGGEN 
COMPANIES after the transfer of their stock to TITAN. TITAN 
and the FAGGEN SHAREHOLDERS hereby agree that no part of the 
consideration payable by TITAN hereunder is allocable to such 
covenants. 

4 - 14 Resignation of Officers and Directors . On or 
prior to the Closing Date, the FAGGEN SHAREHOLDERS shall 
deliver to TITAN executed resignations effective the Closing 
Date of and from each of the officers and directors of each 
of the FAGGEN COMPANIES. 

5. Representations and Warranties of TITAN . TITAN 
hereby represents and warrants the following (the truth and 
accuracy of each of which shall constitute a condition 
precedent to the FAGGEN SHAREHOLDERS 1 obligations hereunder). 

Financial Statements . Attached hereto and 
made a part hereof, marked Exhibit "0", are consolidated 
financial statements for TITAN and its subsidiaries as at 
and for the fiscal year ended December 31, 1967, and as at 
and for the six (6) months ended June 30, 1968. 

The foregoing financial statements (i) are in accord¬ 
ance with the books and records of TITAN and its subsidiaries 
respectively, (ii) set forth fairly TITAN's and its subsidiaries* 
consolidated financial condition and the consolidated results 
of their operations as at the relevant dates thereof and for 
the periods covered thereby, all prepared in accordance with 
generally accepted accounting principles, (iii) contain and~ 
reflect all necessary adjustments for a fair presentation of 
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the results of operations and financial condition for the 
periods covered by said financial statements, and (iv) with 
respect to any of TITAN'S contracts and commitments, contain 
and reflect reserves for all material liabilities and for 
all reasonably anticipated material losses and costs in 
excess of expected receipts. 

5.2 Organization and Good Standing of TITAN and 
its Subsidiaries . TITAN is a corporation duly organized and 
existing and in good standing under the laws of the State of 
Delaware. Each of the material subsidiaries of TITAN is a 
corporation duly organized and existing and in good standing 
under the laws of the respective state of its incorporation. 
TITAN and its subsidiaries have full corporate power to 
carry on their respective businesses and to own and operate 
their respective properties and assets now owned or operated 


by them. 


5.3 Authority of TITAN. The execution of this 


Agreement by TITAN and its delivery to the FAGGEN SHARE¬ 
HOLDERS have been duly authorized by the Board of Directors 
of TITAN, and no further corporate action will be necessary 
on the part of TITAN to make this Agreement valid and 
binding upon TITAN in accordance with its terms. 

5.4 Absence of Certain Changes . Since June 30, 
1968, there has not been any material adverse change in the 
financial condition, assets or business of TITAN and its 
subsidiaries other than changes in the ordinary course of 
business. 

5.5 Issu a nce of Notes . The issuance by TITAN of 
the Notes has been duly authorized by all necessary corporate 
action on the part of TITAN and tho Notes, when executed 
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and delivered to the FAGGEN SHAREHOLDERS in accordance with 
the terms and conditions of this Agreement, shall constitute 
/alid and legally binding obligations of TITAN, enforceable 
in accordance with their terms, except as limited by bank¬ 
ruptcy, insolvency, reorganization or similar laws, and shall 
be entitled to all of the benefits provided by this Agreement. 

5.6 Common Stock of TITAN to be Issued . The shares 
of Common Stock issuable upon any conversion of the Notes 
will, when issued in accordarce with the terms of said Notes, 

be validly issued and outstanding, fully paid and nonassessable. 

5.7 Mater£al_Mis£tatements_or_anission£. No repre¬ 
sentations or warranties by TITAN in this Agreement nor any 
document, statement, certificate or schedule furnished or to 
be furnished to the FAGGEN SHAREHOLDERS pursuant hereto, or 
in connection with the transactions contemplated hereby, 
contains or will contain any untrue statement of a material 
fact, or omits or will omit to state a material fact neces¬ 
sary to make the statements or facts contained therein not 
misleading. 

5.8 Representations and Warranties at Closing. 

Except as expressly herein otherwise provided, the represen¬ 
tations and warranties of TITAN set forth in this Agreement 
shall be true on and as of the Closing Date as though such 
representations and warranties were made on and as of such 
time. 

6. Federal Securi ties Act . The parties hereto under¬ 
stand that the TITAN Notes and stock (issuable upon conversion 
of the Notes) to be issued pursuant to the provisions of this 
Agreement will not bo registered under the Securities Act of 
1933, as amended (hereinafter referred to as the "Securities 
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Act”), in reliance upon the exemption contained in Section 
4(2) of the Securities Act. m 

6.1 Letters of Representation . 

(a) Each of the FAGGEN SHAREHOLDERS does 
hereby represent, warrant and certify that the TITAN 'Notes 
and the shares of stock issuable upon conversion of the 
Notes received, pursuant to the terms of this Agreement shall 
be acquired in good faith for investment and not with a view 
to a distribution or resale of any of same. Each does 
further certify that he or she does not now have in mind (and 
on the Closing Date will not have in mind) the acquisition 

of said Notes and shares of stock issuable upon conversion 

* 

of the Notes for sale or other disposition on the occurrence 
or non-occurrence of any predetermined event, and each under¬ 
stands that TITAN is relying upon the truth and accuracy of 
the representations and warranties herein contained in 
issuing the same without first registering the same under 
the Securities Act. The FAGGEN SHAREHOLDERS jointly and 
severally agree to indemnify and hold TITAN harmless against 
all liabilities, costs or expenses (including reasonable 
attorneys' fees) arising as & result of any sale or distri¬ 
bution of any of the same in violation of the Securities Act. 

Each of the FAGGEN SHAREHOLDERS agrees to deliver to TITAN 
on the Closing Date, and on each date when he shall receive 
shares of TITAN stock referaole to his conversion of Notes, 
investment letters restating all of the foregoing as of such 
date. 

(b) TITAN hereby represents, warrants and 
certifies that the shares of stock of each of the FAGGEN 
COMPANIES received pursuant to the terms of this Agreement 
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shall be acquired in good faith for investment and not with 
a view to a distribution or resale of said shares. TITAN 
does further certify that it does not now have in mind (and 
on the Closing Date will not have in mind) the acquisition 
of said stock for sale or other disposition on the occurrence 
or non-occurrence of any predetermined event, and TITAN under¬ 
stands that the FAGGEK SHAREHOLDERS are relying upon the 
truth and accuracy of the representations and warranties 
herein contained in transferring said shares without first 
registering the same under the Securities Act. TITAN agrees 
to indemnify and hold the FAGGEN SHAREHOLDERS harmless against 
all liabilities, costs or expenses (including reasonable 
attorneys' fees) arising as a result of any sale or distri¬ 
bution of the shares of stock of any of the FAGGEN COMPANIES 
in violation of the Securities Act, as amended. 

6-2 Transfer Without Registration . None of the 
FAGGEN SHAREHOLDERS shall transfer any of the TITAN Notes • 
or shares of stock issuable upon conversion of the Notes 
received by them pursuant to the provisions of this Agreement 
without first having complied with each of the following 
conditions: 

(i) TITAN shall have received written 
notice of the proposed transfer, setting forth the circum¬ 
stances and details thereof; and 

S 

(ii) TITAN shall have recoived a written 

opinion from the law firm of __•_ ( or 

another law firm satisfactory to TITAN), as well as an opinion 
from its own counsel, specifying the nnture and circumstances 
of the proposed transfer and indicating that the proposed _ 
transfer v/ill not be in violation of any of the provisions 
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offer for registration at least five thousand (5,000) shares; 

(iii) to accept a reduction, pro rata with all other selling 
stockholders in the number of shares to be included in said 
registration if such reduction is deemed necessary or 
advisable by such underwriters in order to enable TITAN to 
sell the full number of shares which it desires to sell; and 

(iv) to pay underwriters' commissions and/or discounts and 
any and all expenses of their own counsel which they may 
employ, in connection with any registration, allocable to 
such shares. TITAN'S obligations under this Paragraph 6.4 
shall in any event terminate two years after the issuance 
of the last shares (if any) issued upon conversion of the 
Notes. 

$.5 Registration Procedures . If TITAN is required 
by the provisions of Paragraph 6.4 to use its best efforts 
to effect the registration of any of its securities under 
the Securities Act of 1933, it will, as expeditiously as 
possible, 

A. prepare and file with the Commission 

n Registration Statement with respect to such securities 
and use its best efforts to cause such Registration 
Statement to become and remain effective; 

B. prepare and file with the Commission 
such amendments and supplements to such Registration 
Statement and the Prospectus used in connection 
therewith as may be necessary to Heep such Registration 
Statement effective and to comply with the provisions 
of the Securities Act of 1933 with respect to the sale 
or other disposition of all securities covered by such 
Registration Statement whenever the Seller or Sellers - 
of such securities shall desire to sell or otherwise 
dispose of same; 
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of the Securities Act and Rules and Regulations promulgated 
thereunder. 

6.3 Legend . It is understood and agreed by the 
parties hereto that the Notes and any shares issuable upon 
conversion of the Notes, shall bear a legend indicating their 
status under the Federal Securities Laws and referring eo 
the pertinent provisions of this Agreement bearing on their 
transferability. 

6.4 Incidental Registration Rights . At each such 
time as TITAN shall undertake to register for sale by it 
any shares of its Common Stock under the Securities Act as 
then in effect on Form S-l or its then equivalent, TITAN 
will give to each of the FAGGEN SHAREHOLDERS who shall then 
still own Notes or shares of TITAN Common Stock issued upon 
conversion of Notes written, notice (by first-class mail) of 
its intention in that regard, and will use its best efforts, 
at TITAH's sole cost and expense (except as set forth below), 
to effect the registration under said Act, if such regis¬ 
tration is permissible, of shares acquired or to be acquired 
on exercise of the conversion rights of the Notes as may 

be specified by written notice by each such shareholder 
delivered to TITAN at its principal office within ten (10) 
days after the receipt of TITAN'S notice of its intention 
to so register any of its Common Stock; provided, however, 
that TITAN's obligation to register any of said shares 
shall be contingent upon the agreement by the FAGGEN 
SHAREHOLDERS: (i) to sell such shares in the manner adopted 

by and through the underwriter or underwriters acting in 
connection with such registration and that TITAN'S obligation- 
shall be further contingent upon such underwriters' wi\ling- 
ness to include such shares within suco registration; (il) to 
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C. furnish to each Seller such numbers of 
copies of Prospectuses, including preliminary Prospec¬ 
tuses, in conformity with the requirements of the 
Securities Act of 1933, end such other documents, ss 
such Seller may reasonably request in order to 
facilitate the public sale or other disposition of. the 
securities owned by such Seller) and 

D. use its best efforts to register or 

e 

qualify the securities covered by such Registration 
Statement under such other securities or blue sky laws 
of such jurisdictions as each Seller shall reasonably 
request, and do any and all other acts and things which 
may be necessary or advisable to enable such Seller to 
consummate the public sale or other disposition in such 
jurisdiction of the securities owned by such Seller, 
except that TITAN shall not for any such purpose be 
required to qualify to do business as a foreign corpora¬ 
tion in any jurisdiction wherein it is not so qualified. 
TITAN shall not be required to keep such Registration 
Statement in effect or to keep up-to-date or to supplement 
any Prospectus issued in connection with any such Registra¬ 
tion Statement more than nine (9) months after the effective 
date of the Reoistration Statement involved; provided, how¬ 
ever, that in any event TITAN'S obligation to keep such 
Registration Statement in effect and to keep up-to-date or 

I 

>.o supplement any Prospectus shall be conditioned upon the 
'.‘urnishing to TITAN by the Seller of an undertaking by the 
Seller that such Securities will be sold to underwriters for 
a public offering as soon as practicable after the Registra¬ 
tion Statement shall become effective or such Securities 
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■hall be offered in an ordt :ly tsshio', and by methods 
designed reasonably to assure such Securities will be 

publicly distributed within sixty (60) days after the 
Registration Statement shall become effective. 

7. Obllcitlons and Covenants of TITAN . TITAN hereby 
covenants and agrees as follows (the fulfillment of such 
covenants and agreements hereby constituting conditions 
precedent to the FAGGEN SHAREHOLDERS' obligations hereunder)t 

7.1 Officers' Certificate . TITAN shall deliver 
on the Closing Date a certificate executed by its President 
or Vice President and Secretary or Treasurer to the effect 
that, to their best knowledge and belief, all of the repre¬ 
sentations and warranties of TITAN contained in this Agreement 
are true and accurate, and that TITAN has not suffered any 
material adverse change in its financial position since 

June 30, 1968. 

7.2 Reservation of Shares . TITAN shall, by the 
Closing Cate, reserve and shall thereafter keep reserved a 
sufficient number of shares of its Common Stock for the pur- 
pse of enabling, at all relevant times, the conversion of 
the Notes. 

8. Opinion of TITAN'S Counsel . As a condition prece¬ 
dent to the fXggen SHAREHOLDERS' obligations hfeunder, 

TITAN shall deliver to the FAGGEN SHAREHOLDERS an opinion 

of its counsel, Robinson, Silverman, Pearce, Borden and Pall, 
dated the Closing Date, stating (i) TITAN is a corporation 
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duly organized and axiating and in good atanding under the 
laws of the state of its incorporation; (ii) this Agreement 
has been duly and validly authorized, executed and dolivered 
by TITAN and is valid and binding upon TITAN and its stock¬ 
holders in accordance with its terms; (iii) the issuance and 
delivery of TITAN s Notes to the FAGGEN SHAREHOLDERS have 
been duly authorized by all necessary corporate action on 
the part of TITAN and the Notes, when executed and delivered 

in accordance with the terms and conditions of this Agreement, 

~ * 

will constitute valid and legally binding obligations of 
TITAN, enforceable in accordance with their terms, except as' 
limited by bankruptcy, insolvency, reorganization and similar 

i 

laws, and (iv) the issuance and delivery of TITAN's Notes and 
the issuance of TITAN's Common Stock upon conversion of the 
Notes, have been duly authorized by the stockholders of TITAN 
(to the extent necessary) and such stock issuable upon con¬ 
version will, when issued, be validly issued, fully paid 
and nonassessable. In rendering their opinion, counsel for 
TITAN may rely as to factual matters on certificates of 
officers of TITAN and such other evidence as they may deem 
necessary or desirable, Including, without limitation, opinions 
of associate counsel. 

9 . Opinion of FAGGEH SHA REHOLDERS' Counsel . As a 
condition precedent to TITAN'; obligations hereunder, the 
FAGGEN SHAREHOLDERS shall deliver to TITAN an opinion of 

their counsel, _, dated the Closing 

Date, stating: (i) each of the FAGGEN COMPANIES is duly 
organized and existing and in good standing under the laws 
of its respective state of incorporation and, to th* best of 
said counsel's knowledge, is qualified to do business in 

- 25 - 


10/21 





1583 

Defendant*e Exhibit F 


other jurisdictions (including foreign countries) in which 
the nature of its business or the character of its properties 
makes such qualification necessary, or if not so qualified, 
is not subject to any material liability for its failure to 
qualify, and has full corporate power to carry on its business 
and to own and operate its properties and assets now owned 
or operated by it; (ii) the authorized and outstanding capital¬ 
ization of each of the FaGGEK COMPANIES on the Closing Date 
is as specified pursuant to Paragraph 3.4 above; (iii) -except 
as may be specified by such-counsel, they do not know of any 
litigation, proceeding or governmental investigation pending 
or threatened against or relating to any of the FAGGEN COMPANIES 
or any of their properties or businesses or with respect to 
any of the capital stock of the FAGGEN COMPANIES; (iv) all 
proceedings required by law or by the provisions of this Agree¬ 
ment to be taken by the FAGGEN SHAREHOLDERS in connection with 
the transactions provided for by this Agreement have been duly 
and validly taken; (v) to the best of such counsel's knowledge, 
the consummation of the transactions contemplated by this 
Agreement will not result in a breach of any of the provisions 
of, nor will it constitute a default under, nor will it invali¬ 
date or give any party a right to cancel or terminate, any 
agreement or instrument to which any of the FAGGEN COMPANIES 
is a party; (vi) such counsel has no knowledge of any defects 
in the title to the assets and properties of, or to the capital 
stock of, the FAGC.EN COMTANIF.S; and (vii) as to such other 
matters as TITAN or its counsel may reasonably request. In ren¬ 
dering their opinion, counsel for the FAGGEN SHAREHOLDERS may 
rely as to factual natters on certificates of the FAGGEN SHARE¬ 
HOLDERS or of officers of any of the FAGGEN COMPANIES and 
upon such other evidence as they may deem necessary or 
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desirable, including, without limitation, opinions of associate 
counsel. 

10. Other Acquisitions, etc., by TITAN . It is under¬ 
stood and agreed by the FAGGEN SHAREHOLDERS, that, notwith¬ 
standing anything to the contrary herein contained, TITAN 

may issue prior to or subsequent to the Closing Date additional 
shares of its capital stock (v/hether Common or Preferred) or 
any other securities (whether convertible into capital stock 
or not), options'or warrants, pursuant to a bona fide sale 
thereof, or with respect to the exercise of any stock 
options, or in connection with the acquisition of assets of, 
or stock of, other corporations, partnerships or proprietorships 
which TITAN may desire to acquire, or in any other bona fide 
and arm's-length transaction, and that any such sale, issuance 
or acquisition shall not affect the terms hereof. 

11. Closing . The Closing of the transactions covered 
by this Agreement shall take place at such time and place 
as shall be determined by the parties hereto (the "Closing 
Date”), but in any event on or prior to November 30, 1968. 

On the Closing Date, the FAGGEN SHAREHOLDERS shall deliver to 
TITAN certificates representing their shares of stock in 
each of the FAGGEN COMPANIES together with assignments, and 

other good and sufficient instruments c f transfer and convey- 

( 

ancc, all such documents as, in the opinion of TITAN’S 
counsel shall be effective to vest in TITAN good and marketable 
title, subject to no liens, encumbrances, or charges of any 
kind whatsoever to the stock of the TAGGEN COMPANIES to be 
transferred, assigned and convoyed, as provided in this 
Agreement. TITAN shall deliver to the FAGGEN SHAREHOLDERS, 
upon receipt of the foregoing, the Notes registered in such 
names and in such denominations as provided in Paragraph 2 
above. 
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From time to time, at TITAN'a request, whether on or 
after the Closing Date and without further consideration, 
the FAGGEN SHAREHOLDERS shall execute and deliver such 
further instruments of conveyance and transfer and take such 
other action as TITAN reasonably may require more effectively 
to convey and transfer to TITAN the FAGGEN COMPANIES' stock 

% 

to be transferred and assigned hereunder. 

12. Surviyal of Representations . 

12.1 All statements contained in any certificate 
or other instruments delivered by or on behalf of TITAN or 
the FAGGEN SHAREHOLDERS pursuant hereto, or in connection 
with the transactions contemplated hereby, shall be deemed 
representations and warranties by TITAN and each of the 
FAGGEN SHAREHOLDERS hereunder. All representations, warran¬ 
ties and agreements made by TITAN and the FAGGEN SHAREHOLDERS 
shall survive the Closing Date and any investigation at any 
time made by or on behalf of TITAN or the FAGGEN SHAREHOLDERS. 
The FAGGEN SHAREHOLDERS (on the one hand), jointly and 
severally, and TITAN (on the other hand) shall indemnify 
and hold harmless the other of them against all losses, 
liabilities, costs and expenses (including reasonable attor¬ 
neys' fees) resulting from any breach of any warranty,, 
representation, agreement or covenant contained herein; 
provided, however, that neither party shall be required to 
indemnify the other with respect to any breach of warranty, 
representation or agreement contained herein unless the 
party seeking Indemnification (the “Indemnitee") shall, with 
reasonable promptness, provide the other party (the 
“Indemnitor") with copies of any claims or other documents 
received and shall otherwise make available to the Indemnitor 
all relevant information material to the dofensc of any claim 
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•gainst the Indemnitee which shall servo as the basis for a 
claim by tho Indemnitee pursuant to the terms hereof. The 
Indemnitor shall hsve the election to join in the defense of 
any such claim and the Indemnitee shall not settle or compro¬ 
mise the same unless it shall first obtain the written 
consent of the Indemnitor or unless suit shall have been 
instituted against the Indemnitee and the Indemnitor shall 
have failed, after the lapse of a reasonable time after 
notice to him of such suit, to take action to defend the 
same? provided, however, that the Indemnitee's failure to 
give prompt notice or to provide copies of documents or to 
furnish relevant data shall not constitute a defense (in part 
or in whole) to any claim by the Indemnitee against Indemnitor 
except and only to the extent that such failure by the 
Indemnitee shall result in a material prejudice to the 
Indemnitor. 

12.2 For all purposes of this Agreement, any 
losses, liabilities, costs or expenses suffered by any con¬ 
trolled subsidiary of TITAN (including any of the FAGGEN 
COMPANIES) shall be deemed suffered by TITAN. 

13. Destruction of Assets . If on the Closing Date any 
of the assets or properties of the FAGGEN COMPANIES shall ' 
have suffered loss or damage on account of fire, flood, 
accident, act of war, civil commotion, or any other cause or 
event beyond the reasonable power and control of the FAGGEN 
COMPANIES and the FAGGEN SHAEKI10LDEF.S (whether or not similar 
to the foregoing) to an extent which substantially affects 
the value to TITAN of tho stock of tho FAGGEN COMPANIES to be 
transferred hereunder, TITAN shall have the right at its - 
election to complete the acquisition or, if it does not so 
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elect, it shall have the .tight which ehall be in lieu of 
any other right or remedy whatsoever, to terminate this 
Agreement. In the latter event, all parties shall be 
released from liability hereunder. 

14. Termination. Either party on or prior to the 
Closing Date may forthwith terminate this Agreement under 
the following circumstances and conditional 

14.1 Without liability to the other of them: 

(i) if a bona fide action or proceeding shall be pending 
sgaiD.t any party on the Closing Date wherein an unfavorable 
judgment, decree or order would prevent or make unlawful 
the carrying out of the transactions contemplated by this 
Agreement; or (ii) if the legality and s< ’ficiency of all 
steps taken and to be taken by the FAGGEN SHAREHOLDERS and 
by TITAN, in carrying out the transactions contemplated by 
this Agreement shall not have been approved by counsel for • 
TITAN and counsel for the FAGGEN SHAREHOLDERS. 

14.2 Without prejudice to other rights and remedies 
wh ch it may have, if default shall be made by the other of 
them in the observance or in the due and timely performance • 
of any of its covenants and agreements herein contained, or 
if there shall have been a material breach of any of the 
warranties and representations herein contained. 

15. Assignment. This Agreement shall not be assignable 
by either party without the consent of the other, and nothing 
contained in this Agreement, express or implied, is intended 
to confer upon any person or entity, other than the parties 
hereto and their successors in interest and permitted 
assignees, any rights or remedies under or by reason of this 
Agreement unless so stated to the contrary. 

16. Access and Information. The FAGGEN SHAREHOLDERS shall 
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cause each of the FAGGEN COMPANIES to afford to TITAN and 
TITAN's counsel, accountants and other representatives 
reasonable access, durxng normal business hours throughout 
the period from the date hereof to the Closing Date, to all . 
of the properties, books, contracts, commitments and records 
of each of the FAGGEN COMPANIES and shall furnish TITAN 
during such period with all such information concerning the 
FAGGEN COMPANIES' affairs as TITAN reasonably may request, 
including copies and/or extracts of pertinent records, 
documents and contracts. The FAGGEN SHAREHOLDERS shall 
cause each of the FAGGEN COMPANIES to cause its accountants 
to furnish to TITAN during such period any and all of their 
statements, working papers and underlying records and data 
as TITAN reasonably may request. 

The FAGGEN SHAREHOLDERS' commitments under this Para¬ 
graph 16 are made with the understanding that TITAN and 
its representatives shall keep confidential any information 
(unless readily ascertainable from public or published 
information or trade sources) obtained from the FAGGEN 
SHAREHOLDERS or the FAGGEN COMPANIES concerning the prop¬ 
erties, operations and businesses of the FAGGEN COMPANIES. 

In the event of the termination of this Agreement, TITAN 
and its representatives shall continue to keep such informa¬ 
tion confidential and shall promptly return to the FAGGEN 
SHAREHOLDERS or to the FAGGEN COMPANIES any statements, 
documents or other written information obtained from the 
FAGGEN SHAREHOLDERS or the FAGCFN COMPANIES in connection 
therewith. 

17. Constructlcn . This Agreement shall be construed 
and enforced in accordance with the laws of the State of 
New York. 

- 31 - 
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18. notices . All notices, requests, demands and other 
communications hereunder shall be in writing and shall be 
deemed to have been duly given if delivered or if mailed, 
by United States certified or registered mail, prepaid, to 
the parties or their assignees at the following addresses 
(or at such other address as shall be given in writing by 
either party to the other)» 

Titan Group, Inc. 

529 Fifth Avenue 

New York, New York 

The FAGGEN SHAREHOLDERS 
and each of them 


19. Amendment and Waiver . 

19.1 The parties hereto may by mutual agreement 
in writing signed by eadh party amend this Agreement in 
any respect. Either party hereto may in writing: 

(i) extend the time for the performance of 
any of the obligations of the other; 

(ii) waive any inaccuracies in representations 
by the other contained in this Agreement or in any document 
delivered pursuant hereto; 

(iii) waive compliance by the other with any of 
the covenants contained in this Agreement, and performance 
of any obl'igations by the other; and 

(iv) waive the fulfillment of any condition 
that is precedent to the performance by the party so waiving 
of any of its obligations under this Agreement. 

19.2 Any agreement on the part of TITAN for such 
amendment, extension or waiver shall be validly and sufff- 
ciently authorized for the purposes of this Agreement if 
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authorized or ratified by its Board of Directors or Executive 
Committee. 

20. Remedies Mot Exclusive . No remedy conferred by any 
of the specific provisions of this Agreement is intended to 
be exclusive of any other remedy, and each and every remedy 
shall be cumulative and shall be in addition to every other 
remedy given hereunder or now or hereafter existing at law or 
in equity or by statute or otherwise. The election of any one 

e • 

or more remedies by TITAN or the FAGCEN SHAREHOLDERS shall not 
constitute a waiver of the right to pursue other available 
remedies. 

21. Counterparts . This Agreement may be executed in 
one or more counterparts, each of which shall be deemed an 
original, but all of which together shall constitute one and 
*he same instrument. 

22. Captions and Paragraph Headings . Captions and 
paragraph headings used herein are for convenience only and 
are not a part of this Agreement and shall not be used in 
construing it. 

IN WITNESS .CHEREOF, the parties have duly executed this 
Agreement. 

TITAN GROUP, INC. 

(Corporate Seal) 

By_ 

Attest: 


FAGGLN SHAREHOLDERS: 
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6. Federal Securities Act . The parties hereto understand 
that the Titan Notes and shares of coironon stock (Issuable upon 
conversion of the Notes) to be issued pursuant to the provi¬ 
sions of this Agreement will not be registered under the 
Securities Act of 1933, as amended (hereinafter referred to as 
the "Securities Act"), in reliance upon the exemption con¬ 
tained in Section 4(2) of the Securities Act. 

» 

6.1 Letters of Representation . 

(a) The Seller does hereby represent, warrant and 
certify that the Titan Notes and the shares of common stock 
Issuable upon conversion of the Notes received pursuant to the 
terms of this Agreement shall be acquired in good faith for 
investment and not with a view to a distribution or resale of 

t 

any of same. The Seller does further certify that Seller does 
not now have in mind the acquisition of said Notes and shares 
of stock Issuable upon conversion of the Notes for sale or 
other disposition on the occurrence or non-occurrence of any 
predetermined event and understands that Titan is relying upon 
the truth and accuracy of the representations and warranties 
herein contained in issuing the same without first registering 
the same under the Securities Act. The Seller agrees to indem- 
nify and hold Titan harmless against all liabilities, costs or 
expenses (including reasonable attorneys' fees) arising as a 
result of any sale or distribution of any of the same in viola- 



1592 

Defendant*e Exhibit F 

tion of the Securities Act. The Seller has delivered to Titan 
simultaneously herewith and agrees to deliver to Titan on each 
date when ha shall receive shares of Titan stock issuable upon 
the conversion of the Notes, investment letters satisfactory 
in form restating all of the foregoing as of such date. 

(b) Titan hereby represents, warrants and certi¬ 
fies that the shares of stock of the Company received pursu¬ 
ant to the terms of this Agreement shall be acquired in good 
faith for investment and not with a view to a distribution or 
resale of said shares. Titan does further certify that it 
does not now have in mind the acquisition of said stock for 
sale or other disposition on the occurrence or non-occurrence 
of any predetermined event, and Titan understands that the Seller 
la relying upon the truth and accuracy of the representations and 
warranties herein contained in transferring said shares without 
first registering the same under the Securities Act. Titan 
agrees to indemnify and hold the Seller harmless against all 
liabilities, costs or expenses (including reasonable attorneys' 
fees) arising as a result of any sale or distribution of the 
shares of stock of the Company in violation of the Securities 
Act, as amended. 

6.2 Transfer Without Registration . The Seller shall 
not, without registration under the Securities Ac% transfer 
any of the Titan Notes or shares of stock issuable upon conver¬ 
sion of the Notes received by the Seller pursuant to the provi- 
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sions of this Agreement without first having complied with 
each of the following conditions: 

(i) Titan shall have received from the Seller 
written notice of the proposed transfer, setting forth the 
circumstances and details thereof; and 

(li) Titan shall have received a written 
opinion from a law firm satisfactory to Titan, as well as an 
opinion from its own counsel, specifying the nature and cir¬ 
cumstances of the proposed transfer and Indicating that the 
proposed transfer will not be in violation of any of the pro¬ 
visions of the Securities Act and Rules and Regulations promul¬ 
gated thereunder. 

6.3 Incidental Registration Rights . 

(a) Between January 1, 1970 and January 31, 1970, 
and at any time after January 1, 1972, the Seller shall be 
entitled to request Titan in writing to cause a registration 
statement to be filed under the Securities Act within 180 days 
from the date of such request, with respect to such sheres of 
the common stock of Titan as the Seller shall have acquired or 
may acquire by exercising the conversion privilege set forth in 
the Titan Notes and proposed to be sold or disposed of by the 
Seller (provided that at least 5,000 shares are requested to be 
so registered), and Titan shall, except as otherwise provided 
herein, as promptly as practicable, file and diligently seek the 
effectiveness of such registration statement and shall keep such 
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registration statement effective for a four-month period 
after such effective date. Notwithstanding anything herein 
to the contrary, in the event that the Seller makes a re¬ 
quest of Titan between January 1, 1970 and January 31, 

1970, to cause a registration statement to be filed pursuant 
to this subparagraph. Titan shall not be obligated to regis¬ 
ter more than shares pursuant to such request. 

Except for underwriting discount or ci> amiss ion, if any, which 
shall be borne by the Seller, Titan shall bear all expenses 
which it may incur in discharging its duties under this subpara¬ 
graph (a). Titan shall be obligated under this subparagraph (a) 
to causa to be filed a maximum of one registration statement in 
respect of a request of the Seller, as set forth above, made 
between January 1, 1970 and January 31, 1970, and one regis¬ 
tration statement in respect of a request of the Seller, as 
set forth above, made after January 1, 1972. 

Titan shall have the right to defer the filing of 
a registration statement requested pursuant to this subpara¬ 
graph (a), regardless of when requested, to such time as shall 
make it practicable for Titan to file such registration state¬ 
ment, employing in the Initial filing financial statements as 
of the end of a fiscal year without the inclusion of Interim 
financial statements; and, in addition to the above-referred 
to right of deferment. Titan shall have the right to defer the 
filing of a requested registration statement for a period of 
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•lx months if, In lt« opinion, the earlier filing of such 
registration statement would materially adversely affect 
its business or affairs. 

(b) At each such time after January 1, 1970, 
as Titan shall undertake to register for saie by it any 
•haras of Its common stock under the Securities Act as then 
In effect, on Form S-l or its then equivalent. Titan will 
give to the Seller, if the Seller shall then still own Notes 
or shares of Titan conmon stock issued upon conversion of the 
Notes, written notice by first-class mail of its intention in 
that regard, and will use its best efforts, at Titan's sola 
cost and expense (except as set forth below), to effect the 
registration under said Act, if such registration is permis¬ 
sible, of shares acquired or to be acquired on exercise of the 
conversion rights of the Notes as may be specified by written 
notice by the Sellar delivered to Titan at its principal 
office within ten days after the receipt of Titan's notice of 
Its intention to so register any of its common stock; provided, 
however, that Titan's obligation to register any of said shares 
shall be contingent upon the agreement by the Seller: (1) to 
•all such shares in the ma.mer adopted by end through the 
underwriter or underwriters acting in connection with such 
registration and that Titan's obligation shall be further con¬ 
tingent upon such underwriters' willingness to include such 
shares within such registration; (ii) to offer for reglstrs- 
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tlon at least 5,000 shares; (iii) to accept a reduction, pro 
rata with all other selling stockholders, in the number of 
shares to be Included in said registration if such reduction 
is deemed necessary or advisable by such underwriters in 
order to enable Titan to sell the full number of shares 
which it desires to sell; and (iv) to pay underwriters' com¬ 
missions and/or discounts and any all expenses of their 
-own counsel which they may employ, i rmnection with any 
registration, rllocable to such shares. 

(c) Titan's obligations under subparagraphs (a) 
and (b) of this Paragraph 6.3 shall in any event terminate 
two years after the Issuance of the last shares (if any) 
issued upon conversion of the Notes. 

6.4 Registration Procedures . If Titan is required by 
the provisions of subparagraphs (a) or (b) of Paragraph 6.3 to 
use its best efforts to effect the registration of any of its 
securities under the Securities Act, it will, as expeditiously 
as possible and in accordance with the terms and conditions 
hereof: 

A. Prepare and file with the Conmlssion a 
registration statement with respect to 
such securities and use its best efforts 

e 

to cause such registration statement to 
become and remain effective; • 
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Prepare and file with the Commission such 
amendments and supplements to such regis¬ 
tration statement and the prospectus used 
in connection therewith as may be neces¬ 
sary to keep such registration statement 
effective for a four-month period and to 
comply with the provisions of the Securities 

Act with respect to the sale or other dlsposl- 

«• 

tlon of all securities covered by such regis¬ 
tration statement whenever the Seller or 
Sellers of such securities shall desire to 
sell or otherwise dispose of same; 

Furnish to each Seller such numbers of copies 
of prospectuses, Including preliminary prospec¬ 
tuses, in conformity with the requirements of 
the Securities Act and such other documents as 
such Seller may reasonably request in order to 
facilitate the public sale or other disposition 
of the securities owned by such Seller; and 
Use its best efforts to register or qualify the 
securities c /ered by such registration state¬ 
ment under such other securities or blue sky 
' laws of such jurisdictions as the Seller shall 
reasonably request, and do any and all other 
acts and things which may be necessary or advisable 
to enable such Seller to consummate the public sale 
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or other disposition in such jurisdiction 
of the securities owned by such Seller, 
except that Titan shall not for any such 
purpose be required to consent to service 
of process in any Jurisdiction or qualify to 
do business as a foreign corporation in any 
jurisdiction wherein it is not so qualified. 

Titan shall not be required to keep such registration state- 
ment in effect or to keep up to date or to supplement any 
prospectus Issued in connection with any such registration 
statement more than four months after the effective date of 
the registration statement involved, provided, however, that 
in any event Titan's obligation to keep such registration 

statement in effect and to keep up to date or to supplement 

• 

any prospectus shall be conditioned upon the furnishing to 
Titan by the Seller of an undertaking by the Seller that such 
Securities will be sold to underwriters for a public offering 
as soon as practicable after the registration state ment shall 
become effective or such Securities shall be offered in an 
orderly fashion and by methods designed reasonably to assure 
that such Securities will be publicly distributed within sixty 
days after the registration statement shall become effective. 

It is expressly understood that Titan in no event shall 
have any obligation to file a registration statement in respect 
of the Titan Notes and that the obligations of Titan with 




/ 
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respect to the filing of registration statements shall apply 
solely to shares of the common stock of Titan acquired by 
the Seller as the result of having exercised the conversion 
privilege set forth in the Titan Notes. Titan shall not be 
obligated to cause the filing of any registration statement 
in respect of any of the shares of common stock of Titan 
acquired by the Seller upon the exercise of the conversion 
privilege set forth in the Titan Notes if Titan delivers to 

s» 

the Seller an opinion of its counsel that such registration 
is not required under the Securities Act for the sale thereof 
to the public. 

6.5 Legend . It is understood and agreed by the 
parties hereto that the Notes and any shares issuable upon 
conversion of the Notes shall bear a legend indicating their 
status under the Federal Securities Laws and referring to the 
pertinent provisions of this Agreement bearing on their trans¬ 
ferability. 








■ 
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6. Federal Securities Act . The parties hereto understand 
that the Titan Notes and shares of common stock (issuable upon 
conversion of the Notes) to be issued pursuant to the provi¬ 
sions of this Agreement will not be registered under the 
Securities Act of 1933, as amended (hereinafter referred to as 
the "Securities Act"), in reliance upon the exemption con¬ 
tained in Section 4(2) of the Securities Act. 

s» 

6.1 Letters of Representation . 

(e) The Seller does hereby represent, warrant and 
certify that the Titan Notes and the shares of common stock 
issuable upon conversion of the Notes received pursuant to the 
terms of this Agreement shall be acquired in good faith for 
Investment and not with a view to a distribution or resale of 
any of same. The Seller does further certify that Seller does 
not now have in mind the acquisition of said Notes and shares 
of stock Issuable upon conversion of the Notes for sale or 
other disposition on the occurrence or non-occurrence of any 
predetermined event and understands that Titan is relying upon 
the truth and accuracy of the representations and warranties 
herein contained in issuing the same without first registering 
the same under the Securities Act. The Seller agrees to indem¬ 
nify and hold Titan harmless against all liabilities, costs or 
expenses (including reasonable attorneys' fees) arising as a 
result of any sale or distribution of any of the same in viola- 



% 
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tion of the Securities Act. The Seller has delivered to Titan 
simultaneously herewith and agrees to deliver to Titan on each 
date when he shall receive shares of Titan stock issuable upon 
the conversion of the Notes, Investment letters satisfactory 
in form restating all of the foregoing a's of such date. 

(b) Titan hereby represents, warrants and certi¬ 
fies that the ahares of stock of the Company received pursu¬ 
ant to the terms of this Agreement shall be acquired in good 

•» 

faith for Investment and not with a view to a distribution or 
resale of said shares. Titan does further certify that it 
does not now have in mind the acquisition of said stock for 
sale or other disposition on the occurrence or non-occurrence 
of any predetermined event, and Titan understands that the Seller 

is relying upon the truth and accuracy of the representations and 

* •• 

warranties herein contained in transferring said shares without 
first registering the same under the Securities Act. Titan 
agrees to indemnify and hold the Seller harmless against all 
liabilities, costs or expenses (including reasonable attorneys' 
fees) arising is a result of any sale or distribution of the 
shares of stock of the Company in violation of the Securities 
Act, as amended. 

6.2 Transfer Without Registration . The Seller shall 
not, without registration under the Securities Act, transfer 
any of the Titan Notes or shares of stock Issuable upon conver¬ 
sion of the Notes received by the Seller pursuant to the provl- 
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•ions of this Agreement without first having complied with 

each of the following conditions: 

(1) Titan shall have received from the Seller 

written notice of the proposed transfer, setting forth the 
circumstances and details thereof} and 

(ii) Titan shall have received a written 
opinion from a law firm satisfactory to Titan, as well as an 
opinion from its own counsel, specifying the nature and cir¬ 
cumstances of the proposed transfer and Indicating that the 
proposed transfer will not be in violation of any of the pro¬ 
visions of the Securities Act and Rules and Regulations promul¬ 
gated thereunder. 

6.3 Incidental Registration Rights . 

(a) Between January 1, 1970 and January 31, 1970, 
and at any time after January 1, 1972, the Seller shall be 
entitled to request Titan in writing to cause a registration 
statement to be filed under the Securities Act within 180 Jays 
from the date of such request, with respect to such shares of 
che common stock of Titan as the Seller shall have acquired or 
may acquire by exercising the conversion privilege set forth in 
the Titan Notes and proposed to be sold or disposed of by the 
Seller (provided that at least 5,000 shares are requested to be 
so registered), and Titan shall, except as otherwise provided 
herein, as promptly as practicable, file and diligently seek the 
effectiveness of such registration statement and shall keep such 
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registration statement effective for a four-month period 
after such effective date. Notwithstanding anything herein 
to the contrary, in the event that the Seller makes a re¬ 
quest of Titan between January 1, 1970 and January 31, 

1970, to cause a registration statement to be filed pursuant 
to this subparagraph, Titan shall not be obligated to regis¬ 
ter more than shares pursuant to such request. » 

Except for underwriting discount or conmission, if any, which 
shall be borne by the Seller, Titan shall bear all expenses 
which it may incur in discharging its duties under this subpara¬ 
graph (a). Titan shall be obligated under this subparagraph (a) 
to cause to be filed a maximum of one registration statement in 
respect of a request of the Seller, as set forth above, made 
between January 1, 1970 and January 31, 1970, and one regis¬ 
tration statement in respect of a request of the Seller, as 
set forth above, made after January 1, 1972. 

Titan shall have the right to defer the filing of 
a registration statement requested pursuant to this subpara¬ 
graph (a), regardless of when requested, to such time as shall 
make it practicable for Titan to file such registration state¬ 
ment, employing in the initial filing financial statements as 
of the end of a fiscal year without the inclusion of interim 
financial statements; and, in addition to the above-referred 
to right of deferment, Titan shall have the rigt\£ to defer the 
filing of a requested registration statement for a period of 


3 "/« 
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•lx months If, In its opinion, the earlier filing of such 
registration statement would materially adversely affect 

Its business or affairs. 

(b) At each such time aftar January 1, 1970, 

as Titan shall undertake to register for sale by it any 
•hares of its common stock under the Securities Act as then 
in effect, on Form S-l or its then equivalent, Titan will 
give to the Seller, if the Seller shall then still own Notes 
or shares of Titan common stock issued upon conversion of the 
Notes, written notice by first-class mail of its intention in 
that regard, and will use its best efforts, at Titan's sole 
cost and expense (except as set forth below), to effect the 
registration under said Act, if such registration is permis¬ 
sible, of shares acquired or to be acquired on exercise of the 

• 

conversion rights of the Notes as may be specified by written 
notice by the Seller delivered to Titan at its principal 
office within ten days after the receipt of Titan's notice of 
its intention to so register any of its common stock; provided, 
however, that Titan's obligation to register any of said shares 
•hall be contingent upon the agreement by the Seller: (i) to 
sell such shares in the manner adopted by and through the 
underwriter or underwriters acting in connection with such 
registration and that Titan's obligation shall be further con¬ 
tingent upon such underwriters' willingness to lntlude such 
shares within such registration; (it) to offer for reglstra- 
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tion at least 5,000 shares; (111) to accept a reduction, pro 
rata with all other selling stockholders. In the number of 
shares to be included In said registration if such reduction 
is deemed necessary or advisable by such underwriters in 
order to enable Titan to sell the full number of shares 
which it desires to sell; and (iv) to pay underwriters' com¬ 
missions and/or discounts and any and all expenses of their 
own counsel which they may employ, in connection with any 
registration, allocable to such shares. 

(c) Titan's obligations under subparagraphs (a) 
and (b) of this Paragraph 6.3 shall in any event terminate 
two years after the Issuance of the last shares (if any) 

Issued upon conversion of the Notes. 

6.4 Registration Procedures . If Titan is required by 
the provisions of subparagraphs (a) or (b) of Paragraph 6.3 to 
use its best efforts to effect the registration of any of its 
securities under the Securities Act, it will, as expeditiously 
as possible and in accordance with the terms and conditions 
hereof: 

A. Prepare and file with the Commission a 
registration statement with respect to 
such securities and use its best efforts 

t 

to cause such registration statement to 
become and remain effective; 



r 
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B. Prepare and file with the Commission such 
amendments and supplements to such regis¬ 
tration statement and the prospectus used 
in connection therewith as may be neces¬ 
sary to keep such registration statement 
effective for a four-month period and to 
comply with the provisions of the Securities 
Act with respect to the sale or other disposi¬ 
tion of all securities covered by such regis¬ 
tration statement whenever the Seller or 
Sellers of such securities shall desire to 
sell or otherwise dispose of same; 

C. Furnish to each Seller such numbers of copies 
of prospectuses, Including preliminary prospec¬ 
tuses, in conformity with the requirements of 
the Securities Act and such other documents as 
such Seller may reasonably request in order to 
facilitate the public sale or other disposition 
of the securities owned by such deller; and 

D. Use its best efforts to reglster x or qualify the 
securities covered by such registration state¬ 
ment under such other securities or blue sky 
‘laws of such jurisdictions as the Seller shall 

reasonably request, and do any qnd all other 
acts and things which may be necessary or advisable 
to enable such Seller to consummate the public sale 
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or other disposition in such jurisdiction 

of the securities owned by such Seller, 

except that Titan shall not for any such 

purpose be required to consent to service 

of process in any jurisdiction or qualify to 

do business as a foreign corporation in any 

jurisdiction wherein it is not so qualified. 

Titan shall not be required to keep such registration state- 
• • 

ment in effect or to keep up to date or to supplement any 
prospectus Issued in connection with any such registration 
statement more than four months after the effective date of 
the registration statement involved, provided, however, that 
in any event Titan's obligation to keep such registration 
statement in effect and to keep up to date or to supplement 
any prospectus shall be conditioned upon the furnishing to 
Titan by the Seller of an undertaking by the Seller that such 
Securities will be sold to underwriters for a public offering 
as soon as practicable after the registration state ment shall 
become effective or such Securities shall be offered in an 
orderly fashion and by methods designed reasonably to assure 
that such Securities will be publicly distributed within sixty 
days after the registration statement shall become effective. 

It is expressly understood that Titan in no event shall 
have any obligation to file a registration statement in respect 
of the Titan Notes and that the obligations of Titan with 
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respect to the filing of registration statements shall apply 
solely to shares of the common stock of Titan acquired by 
the Seller as the result of having exercised the conversion 
privilege set forth in the Titan Notes. Titan shall not be 
obligated to cause the filing of any registration statement 
in respect of any of the shares of common stock of Titan 
acquired by the Seller upon the exercise of the conversion 
privilege set forth in the Titan Notes if Titan delivers to 
the Seller an opinion of its counsel that such registration 
is not required under the Securities Act for the sale thereof 
to the public. 

6.5 Legend . It is understood and agreed by the 
parties hereto that the Notes and any shares issuable upon 
conversion of the Notes shall bear a legend indicating their 
status under the Federal Securities Laws and referring to the 
pertinent provisions of this Agreement bearing on their trans 


ferability. 
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exhibit A 

TITAN GKOUr, INC. 

4* CONVERTIBLE INSTALLMENT NOTE 
DUE NOVEMBER 1, 1978 


NUMBER_ Mew York, New York 

$ _ _ 

TITAN GROUP, INC., a Delaware corporation (hereinafter 
called "the Company"), for value received, hereby promises to 

p*y_;_;_ 


or order, the principal sum of _ ■ 

Dollars in such coin or currency of the United States of 
America as at the time of payment (as hereinafter set forth) 
shall be legal tender for the payment of public and private 
debts, upon surrender hereof for payment in full at the prin¬ 
cipal ofiice of the Company, 529 Fifth Avenue, New York, New 
York, and to pay interest on the unpaid principal hereof from 
the date hereof at the rate of 4» per annum, in like coin or 
currency, semi-annually on May 1 and November 1 of each year, 
until such principal sum shall have become due and payable, 
and to pay interest at the rate of 7% per annum on any overdue 
principal and (to the extent permitted by applicable law) on 
any overdue interest, from the due date thereof, until the 
obligation of the Company with respect to the payment thereof 
shall be discharged. . # 

This Note is one 6f the Notes of t})e Company, aggregating 
$5,500,000 in original authorised principal amount, executed 
and delivered by the Company pursuant to a certain Agreement 

dated_, between the Company and Holders -- 

therein named, and all persons who shall from time to time 
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be holders of any of such Notes. The Company hereby agrees 
with the Holder of this Note that it will perform and observe 
each of its covenants and agreements contained in said Agree¬ 
ment, as from time to time amended and supplemented, the 
provisions of which Agreement are hereby incorporated herein 
by reference with the same effect as if herein set forth in 
full. 

1. Payment of Principal . 

The principal sum of this Note and all Interest then 
accrued and unpaid shall become due and payable as follows: 

November 1, 1973 20% of the original face 

amount hereof. 

November 1, 1974 207. of the original face 

amount hereof. 

November 1, 1975 20% of the original face 

amount hereof. 

November 1, 1976 20% of the original face 

amount hereof. 

November 1, 1977 The balance of the original 
face amount hereof. 

Notwithstanding the foregoing, if (a) the Company 
shall (1) admit in writing its Inability to pay its debts 
generally as they become due, (ii) file a petition in bank¬ 
ruptcy or a petition to take advantage of any insolvency act, 
(ill) make an assignment for the benefit of its creditors, 

(iv) consent to the appointment of a receiver for Itself or 
for the whole or any substantial part of its property, (v) on 
a petition In bankruptcy filed against It, be adjudicated a 
bankrupt, or (vl) file a petition or answer seeking reorgani¬ 
zation or arrangement under the Federal bankruptcy laws or any 
other applicable law or statute of the United States of America 
or any State thereof; or (b) if a court of competent jurisdic¬ 
tion shall enter an order, judgment or decree appointing. 
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without the consent of the Company, a receiver of the Company, 
or of the whole or any substantial part of its property, or 
approving a petition filed against it seeking reorganization 
or arrangement of the Company under the Federal bankruptcy 
laws or any other t icable law or .tatute of the United 
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States of America or any State thereof, and such order, 
judgment or decree shall not be vacated or set aside or 
stayed within sixty (60) days from the date c* entry 
thereof; or (c) if, under the provisions of any other law for 
the relief or aid of debtors, any court of competent juris¬ 
diction shall assume custody or control of the Company or of 
the whole or any substantial part of its property and such 
custody or control shall not be terminated or stayed within 
sixty (60) days from the date of assumption of such custody 
or control} then, in any such event, at the option of the 
holder of any Note exercised by written notice to the Company 
at its principal office, such Note, together with the interest 
accrued thereon, shall forthwith become and be due and payable. 

2. Register of Notes . 

The Company or its duly appointed agent shall main¬ 
tain a register or registers in which it shall register all 
of the Notes and shall transfer them in accordance with the • 
terms hereof and of the said Agreement. The Notes shall be 
transferred only on the register or registers maintained by 
the Company or its agent and the Company shall be entitled 
to regard the registered holder as the actual holder of the 
Note so registered for all purposes until a transfer has been 
effected by the Company or.its agent. The Company or its agent 
shall not be required to make any transfer unless and until it 
shall receive the Note to be transferred duly, and .properly 
endorsed or signed by the registered holder thereof or by his 
attorney duly authorised in writing and unless and until the 
registered holder is entitled to transfer the same under the 
provisions hereof and of the said Agreement. 

3. Prepayment . 

The Company may not prepay any of the Notes, or any 
part thereof, prior to November 1, 1971. Thereafter, the 
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Company, at its election, subject to the giving of notice os 
provided belov/, may prepay the principal amount of the 


outstanding Notes, in whole or in part, at the respective 
amounts set forth below plus interest accrued and unpaid 


to the date of prepayment. 

If Pedeemed During the 
Twelve Months Period 
Commencing November 1 


1971 

1972 

1973 

1974 

1975 

1976 

1977 


Redemption- Price 
(as a Percent of 
Principal Amount) 

105% 

104-1/6% 

103-1/3% 

102 - 1 / 2 % 

101-2/3% 

100-5/6% 

100 % 


Notwithstanding the foregoing, the Company shall have 
the option at any time in the event of any merger or consoli¬ 
dation of the Company with or into, or the sale of substan¬ 
tially all of its assets to, any other corporation, to call 
for prepayment without penalty any or all of such Notes at 
the face amount plus interest accrued and unpaid to the date 
of prepayment or to cause without penalty such other corpora¬ 
tion or any surviving or resulting corporation to assume the 
Company's obligations under the said Agreement, in the manner 
and fashion set forth in the last paragraph of Section 4 below. 

In the case of any prepayment of the Notes, or any 
part thereof, notice thereof shall be given not less than 
thirty (30) nor more than sixty (60) days prior to the date 
fixed in such notice for such prepayment, (hereinafter 
referred to as the "Prepayment Date"). Such notice shall be 
sent by registered or certified mail, postage prepaid, to each 
of the holders of the Notes then outstanding at the most recent 
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address of such holders as reflected in the register or 
registers of Notes maintained by the Company, and said notice 
shall be deemed given when deposited in the mail. 

In the case of any prepayment of less than the entire 
unpaid principal amount of all outstanding Notes, the amount 
to be prepaid shall be applied pro rata to all outstanding 
Notes according to the respective unpaid principal amounts 

thereof. 

4. Conversion Privilege .. 

Any holder of any Note, at his option, at any time 
after the issuance of the Notes, and from time to time up to 
noon. New York time, on the fifth day before the Prepayment 
Date or the final maturity date (whichever is applicable), may 
convert such Note, or any part thereof, held by him into 
Common Stock of the Company, at the rate and upon the terms 
hereinafter set forth. Such conversion shall be at the rate 
on one whole share of Common Stock for each Twenty Dollars 
($20.00) (Fifteen Dollars ($15.00) in the case of.Seven Hundred 
Fifty Thousand Dollars ($750,000.00) in aggregate face amount 
of Notes] of the.unpaid principal amount of each Note, subject 
to adjustment as provided herein. Nb fractional shares will 
be issued in connection with any such conversidn, but in lieu 
of such fractional shares,.the Company shall make a cash pay¬ 
ment therefor equal in amount the product of the applicable 
fraction multiplied by the conversion price then in effect. : 

To convert, the holder of any Note shall deliver • 
written notice of his election to so convert, and shall . 
surrender such Note appropriately endorsed, to the Company at 
its principal office. The date of conversion of such Note 
shall be deemed to be the date of receipt of such Note by 
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the Company, provided it is accompanied by the required 
written notice, even if the Company's stock transfer books 
are at the tine closed, and the converting holder shall be 
deemed to have become, on the date of conversion, the record 
holder of the shares of Common Stock deliverable upon such 
conversion. 

As soon as reasonably possible, after the date of 
conversion, the Company shall issue and deliver to such con¬ 
verting holder a certificate or certificates for the number 
of shares of its Common Stock due on such conversion. No 
adjustment shall be made in the number of shares of Common 
Stock issuable upon conversion of the Notes on account of 
interest accrued but not yet due and unpaid to the date of 
conversion nor shall any such interest be paid upon such con¬ 
version; provided, however, that the amount of any interest 
theretofore due and unpaid at the date of conversion shall be 
paid by the Company upon conversion but shall not be convert¬ 
ible into Common Stock. The issuance of Common Stock certi¬ 
ficates on conversion shall be made without charge to the 
holder of the converted Note for any issuance or transfer 
tax in respect of such issuance. 

The Company shall not, however, be required to pay 
any tax which may be payable in respect to any transfer 
involved in the issue and delivery of shares of Comnon Stock 
in any name other than that of the holder of the converted 
Note, and the Company shall not be required to issue or deliver 
any ouch Common Stock certificate unless and until the person 
or persons requesting the issuance thereof shall have paid to 
the Company the amount of such tax or shall have established 
to the satisfaction of the Company that such tax has been paid. 
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In no event shall the Company be liable to any person 
or entity for failure to sell or issue any of its Common 
Stock upon conversion of the Notes unless and until all 
requisite authority under applicable rules and regulations 
of any state or federal regulatory agencies for such sale 
or issuance has been obtained and all applicable state or 
federal laws have been complied with. Subject to the provi¬ 
sions hereof and of the said Agreement, the Company covenants 
and agrees that it will use its best efforts to obtain such 
authority and to insure compliance with applicable laws 
without necessary delay. 

In the event the Company shall at any time change the 
outstanding shares of Common Stock issuable upon conversion of 
the Notes, by way of stock dividend, stock split, reverse 
stock split or similar reclassification (all such changes are 
hereinafter referred to as "Reclassifications") of the capital 
stock of the Company, the conversion price of the Common Stock 
as defined above shall'be proportionately decreased or in¬ 
creased. Any such adjustment shall become effective at the 
close of business on the date that any such Reclassification 
shall become effective. Notice of any such adjustment shall 
be mailed (by first class mail) by the Company .to the holders 
of the Notes at the most current address reflected in the 
register or registers of Notes maintained by the Company. 

In the event that after the date hereof .the Company 

shall merge or consolidate into another corporation, or shall 

% • . 
sell, transfer or otherwise dispose of all or substantially 

all of its property, assets or business to another corpora¬ 
tion and pursuant to the terms of such merger, consolidation- • 
or disposition of assets, shares of Capital stock of the 
Successor or Acquiring Corporation shall be received by or 

-7- 
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distributed to the holders of Common Stock of the Company, 
and in the event and to the extent that the Company shall not 
elect to prepay the Notes or any portion of them pursuant to 
Paragraph 3 above, the Successor or Acquiring Corporation 
shall execute an agreement supplemental hereto assuming all 
of the Company's obligations hereunder and providing that the 
Notes shall thereafter be convertible into shares of Capital 
Stock of the Successor or Acquiring Corporation in the same 
manner as if such Notes had been converted into Common Stock 
of the Company immediately' prior to such event. 

The Company covenants and agrees that during the 
period during which the N _es shall be convertible, the 
Company will at all times have authorized and reserved for 
the purpose of issue upon exercise'of the conversion privi¬ 
lege a sufficient number of shares of its Common Stock. 

5. Transfer Without Registration . 

No holder of any Note or Common Stock issuable upon 
conversion of any Note shall transfer such Note or Common 
Stock issuable upon conversion thereof (hereinafter referred 
to as "Note Stock") unless each of the following conditions 
has been satisfied: • # '• 

(a) The Company shall have received written notice 
of the proposed transfer, setting forth the circumstances and 

details thereof; 

. .. • 

(b) The Company shall have received a written opinion from 
a law firm satisfactory to the_Company specifying? the nature and cir- 
cum3i antes of the proposed transfer and indicating; that the 
proposed transfer will not be in violation of any of the 
provisions of the Securities Act of 1933 and the Rules and 
Regulations promulgated thereunder; and 
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(c) The Company shall have received a written 
opinion from lta counsel to the effect that the proposed 
transfer will not be in violation of any of the provisions 
of the Securities Act of 1933 and the Rules and Regulations 
promulgated thereunder• 

6. Subordination Provisions . 

The Holder hereof agrees that the payment of the 
principal, premium, if any, and Interest on this Note is 
expressly subordinated to the prior payment of any and all 
Senior Debt of the Company or any of its subsidiaries. 

"Senior Debt" for this purpose means the principal of (and 

i 

premium, if any) and interest on the following, whether 
outstanding at the date hereof or hereafter incurred or 
created: (a) Indebtedness of the Company or any of its sub¬ 
sidiaries for money borrow ed or other indebtedness to per- 
sons, firms or corpo rations which engage in lending money , 
including, but without limitation, banks, trust companies, 
insurance companies and other financing Institut ions and 
charitable trusts, pension trusts and other investing organ¬ 
isations , evidence d by notes or o the r.writte n obligat ions , 

(b) indebtedness of the Company or any of its subsidiaries 

t 

evidenced by notes, debentures (other than this Note and 
those others of like tenor issued concurrently herewith), 
bonds or other securities Issued for cash under the provisions 
of any indenture or similar instrument, whether pri vately or 
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pub licly offered , (c) indebtedness of others of either of 
the kinds described in the preceding clauses (a) and (b) 
assumed or guaranteed by the Company or any of its subsidi¬ 
aries and (d) renewals, extensions and refunding of indebted¬ 
ness of the kinds described in the preceding clauses (a), 

(b) and (c), together with any liability or obligation of 
the Company or any of its subsidiaries to pay money (other 
than as lessor) in connection with any lease of equipment; 
unless in the case of any particular indebtedness, renewal, 
extension or refunding, or liability or obligation 
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in connection with any lease of equipment, the instrument 
creating or evidencing the same or the assumption or 
guarantee thereof expressly provides that such indebtedness, 
renewal, extension or refunding, or liability or obligation . 
in connection with any lease of equipment, the instrument 
creating or evidencing the same or the assumption or 
guarantee thereof expressly provides that such indebtedness, 
renewal, extension or refunding, or liability or obligation 
in connection with any lease of equipment, is not superior 
in right of payment to this Note. So long as no default 
and no event which would become an event of default upon 
the lapse of time or upon the notice and lapse of time 
specified has occurred under or with respect to any such 
Senior Debt and no default or event of default will be 
created by such payment or payments, the Company may pay to 
Holder hereof interest and principal as provided herein, 
which payments on interest and principal of this Note are 
hereafter referred to as Allowed Payments. 

Until all present or future Senior Debt has been 
paid in full, unless with the prior written consent of the 
holder or holders of the Senior Debt, the Holder hereof agrees 
not to subordinate the payment hereof to the claim of any 
other creditor of the Company or any of its subsidiaries 
and not to receive or accept, other than Allowed Payments, 
any payment (directly ,r indirectly) or to borrow any money 
or property from the Company or any of its subsidiaries, and. 
the Company agrees not to pay (and to cause its subsidiaries 
not to pay) , other than Allowed Payments, any part of the 
indebtedness evidenced by this Note or to loan to or give 
any money or property to the Holder hereof. 

Any payments, which shall include any and all moneys 
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received by the Holder hereof from the foreclosure of any 
collateral given to secure payment hereof, received directly 
or indirectly from the Company or its subsidiaries or their 
properties contrary to the provisions of this Paragraph 6 
or by reason of insolvency, assignment for benefit of 
creditors, bankruptcy, receivership of or attachment or 
execution or other sale of assets of the Company or its 
subsidiaries, will be paid by the Holder hereof to the 

e 

holder or holders of Senior Debt promptly upon demand to the 
extent necessary to pay the Senior Debt in full. 

The Holder hereof agrees, that in the event of 

insolvency, assignment for benefit of creditors, bankruptcy, 

receivership or other proceedings tending towards liquidation 

of the business and assets of the Company immediately to file 

its or his claim for the unpaid balance of its or his Note 

in the form required in said proceedings and cause said 

claim to be approved, and the Holder hereof will immediately 

thereafter assign and transfer to the holders of Senior Debt 

all of its or his right, title and interest in and to the 

claim which was filed. If the Holder hereof does not file 

a proper claim or proof of debt in the form required in such 

proceeding prior to thirty (30) days before the expiration of 

the time to file such claim, then the holder or holders of 

Senior bt have the right to and are hereby authorized to 

• 

file an appropriate claim or claims for and on bohalf of the 
Holder hereof. 

The Holder hereof hereby assigns, transfers and 
conveys to the holder of Senior Debt, all of its or his 
interest in and to any and all such claims as may bo filed 
against the Company in liquidation and expressly authorizes 
and directs any assignee, trustee in bankruptcy, receiver or 
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Other person in charge to pay and deliver to the holder of 
Senior Debt sufficient of the dividends and other property 
distributed to pay the Senior Debt in full. 

It is agreed that the provisions of this Paragraph 
6 are and are intended solely for the purpose of defining 
the relative rights of the Holder hereof and of the Senior 
Debt and nothing in this paragraph shall or is intended as 
between the Company and the Holder hereof to impair the 
obligation of the Company which is unconditional and absolute, 
to pay to the Holder of this Note the principal thereof and 
interest thereon or to affect the relative rights of the 
Holder hereof and creditors of the Company other than the 
holders of Senior Debt, nor shall anything in this Paragraph 
6 prevent the Holder hereof from exercising all remedies 
otherwise permitted by applicable law upon default under 
this Note subject to the rights under this Paragraph 6 of 
the holders of Senior Debt in respect to cash or property of 
the Company received upon the exercise of any such remedy. 

7. Legend . 

It is understood and agreed by the parties hereto, 
and all persons who shall from time to time be holders of 
any of the Notes or Note Stock, that the Note Stock shall 
bear a legend substantially as follows: 

"The transfer of the shares represented by this 
certificate is subject to the conditions, specified 

in the Agreement dated_'_, 1968, 

• • . 

providing for the issuance of Notes pursuant to the 
conversion of which such shares v.ere issued and sold 
by Titan Croup, Inc. (the "Company") and no transfer 
of such shares shall bo valid’or effective until such 
conditions have been fulfilled. A copy of such 
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Agreement is on file and may be inspected at the 
principal office of the Company. The holder of this 
certificate, by acceptance of this certificate, agrees 
to be bound by the provisions of such Agreement and 
to indemnify and hold harmless the Company, and other 
persons specified in such Agreement, against loss or 
liability arising from the disposition of the shares 
represented by this certificate in violation of such 
provisions." 

Attorneys* Fees . 

m the event that legal action becomes necessary to 
enforce the terms and conditions of this Note, the losing 
party in such legal action shall pay all the incidental 

costs and reasonable attorneys* fees incurred by the prevail¬ 
ing party. 

NOTWITHSTANDING ANY OTHER PROVISIONS CONTAINED HEREIN, 

NO TRANSFER OF THIS NOTE OR OF THE STOCK PURCHASABLE HERE¬ 
UNDER OR OF ANY INTEREST IN EITHER THEREOF SHALL BE VALID OR 
EFFECTIVE UNTIL THE CONDITIONS SPECIFIED IN THE HEREINMEN- 
TIONED AGREEMENTS HAVE BEEN FULFILLED. THE HOLDER OF THIS 
NOTE, BY ACCEPTANCE OF SAME, AGREES TO BE BOUND BY THE 
PROVISIONS OF SUCH AGREEMENTS AND TO INDEMNIFY AND HOLD 
HARMLESS THE COMPANY AGAINST LOSS OR LIABILITY ARISING FROM 
THE DISPOSITION OF THIS NOTE OR THE STOCK PURCHASABLE HERE¬ 
UNDER OR ANY INTEREST IN EITHER THEREOF IN VIOLATION OF SUCH 
PROVISIONS. • • 

TITAN GROUP , INC. 

By_ 

Prcciclent/Vicc Preildont- 

B y_ 

Sceret ary/Acsictant Secretary 
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AGREEMENT OF SALE 
by and among the 
FAGGEN SHAREHOLDERS 

and 


TITAN GROUP, INC 
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AGREEMENT OF SALE 


Agreement of Sale made this day of 

1968 . of October 1, 1968, between 

(hereinafter referred to as the "Seller”) and TITAN GROUP, 
INC., a Delaware corporation having Its principal office 

«t 529 Fifth Avenue, New York, New York (hereinafter referred 
to as "Titan"). 

RECITALS 

This Agreement is made In light of the following cir¬ 
cumstances : 

(1) The Seller owns all of the issued and outstanding 


stock of 


• New York 


corporation with its principal place of business at 
853 Broadway, Now York, Kaw York (h.r„l„.£t.r r.f.rr.d 

to as the "Company"); and 

(II) The Company Is in the business of providing 
actuarial and computer services and related activities; and 

(III) Titan (together with its subsidiary corpora¬ 
tions) Is engaged In diverse real estate, insurance, service 
and related activities; and 

(iv) Titan and the Seller believe that It would be 
In their mutual best interests, and In the Interest of Titan's 
shareholders, for Titan to purchase and acquire all of the 
issued and outstanding stock of the Company. 
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NOW, THEREFORE, In consideration of the premises and 
the mutual covenants hereinafter contained, the parties 
hereto agree as follows: 

1. Transfer of Stock . For the consideration here¬ 
inafter provided, the Seller hereby agrees to and hereby does 
sell, tr ansfer, assign and convey to Titan and Titan hereby 
agrees to and her eby does purchase from Seller all of the 
Issued and outstanding stock of the Company. 

2. Consideration for the Shares of Stock of the Company . 
In consideration for said sale, transfer and assignment by 

the Seller, Titan simultaneously herewith has paid to the 
Seller an aggregate purchase price of 

which is represented by a ch eck in the 
amount of $ and Titan's 4Z Convertible Installment Notes 

(the "Notes") in an aggregate principal amount equal to such 

— ■ i 1 ' ——" ' 

purchase price, (less ^the amo unt of .the ab ove referred to check ) 
which Notes and che ck T i tan has deliv ered to the Seller and 
the Seller hereby acknowledges receipt thereof. The Notes 
shall be dated as of October 1, 196 8, shall bear interest at 
the rate of four percent (4%) per anmm, and shall be payable 
in five (5) installments, as set forth in and otherwise in the 
form attached hereto as Exhibit "A". 

3. Representations and Warranties of the Seller . The 
Seller represents and warrants the following as of the date 
hereof: 
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3.1 Financial Statements . Attached hereto and made 
a part hereof are the following exhibits: 

Exhibit "B" - Tax returns including Income Statement, 
'Balance sheet arici supporting schedules 
of the Company at at the fiscal years 
ended in 1964, 1965, 1966, 1967 and 1968. 

* 

Exhibit "C" - Trial Balance Sheet and supporting 

schedules of the Company as at September 
30, 1968. 

Exhibit "D" - Trial Income Statement, together with 

supporting schedules of the Company for 
the period ended September 30, 1968. 

Exhibits "B", "C" and "D" (i) are in accordance with 
the books and records of the Company (except as stated therein 
to the contrary), (ii) set forth fairly the financial condi¬ 
tion of the Company and results of Its operations as at the 
relevant dates thereof and for the periods covered thereby, 
all prepared in accordance with generally accepted accounting 
pimciples, on a cash and not on an accrual basi s, (ill) con¬ 
tain and reflect all necessary adjustments for a fair presen¬ 
tation of the results of operations and financial condition 
for the periods covered thereby, and (iv) with respect to the 
Company's contracts and cornnitments, contain and reflect re¬ 
serves for all material liabilities and for all reasonably 
anticipated material losses and costs in excess of expected 
receipts. 

3.2 Investment in Other Entities . There are no en¬ 
tities in which the Company has any debt (other than trade 
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account* receivable) or equity interest, or any right or 
option to acquire any such interest, other than as set 
forth on a schedule initialled by the Seller and deliver ed 
herewith. 

3.3 Organization and Good Standing of the Company . 

The Company is a corporation duly organized and existing 
and in good standing under the laws of New York and has 
full corporate power to carry on its business as now con¬ 
ducted, and is entitled to own or lease or operate its 
properties and assets now owned, leased or operated by it. 

The Company is qualified to do business and is in good stand¬ 
ing in each Jurisdiction in which the nature of its business 
and/or the character of its properties make such qualifica¬ 
tion necessary. 

3.4 (i) Outstanding Securities of the Company . 

The authorized capital stock of the Company is 

divided into shares of par value each. There 

are presently issued and outstanding shares, all 

of which are validly issued, fully paid and nonassessable. 

Other than as disclosed in exhibits to this Agreement, no 
shares of the Company are held by it in its treasury or other- 
. wise. 

(ii) Outstanding Options and Warrants . There 
are no. options, warrants or other rights outstanding for the 
purchase oi r , nor any securities convertible into, capital stock 
of the Company, whether issued, unissued or held in the 


treasury. 
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3.5 Absence of Certain Changes . Other than as 
disclosed in exhibits to this Agreement, since September 
30, 1968, there has not been: 

(i) any material adverse change in the finan¬ 
cial condition, assets, liabilities, or businesses of the 
Company; 

(ii) any damage, destruction or loss, whether 
or not covered by insurance, materially and adversely 
affecting any of the Company's properties or businesses; 

' (iii) any material increase in the compensation 

payable or to become payable by the Company to any employees 
or agents, or any bonus payment or arrangement made to or-, 
with any thereof, except as shown on Exhibi t "E "; 

(iv) except as set forth herein, any payment by 
the Company of dividends or any distribution by it of any 
assets of any kind whatsoever to its stockholder in redemption 
or as the purchase price of any capital stock or in discharge 
or cancellation, whether in part or in whole, of any indebted¬ 
ness (whether in payment of principal, interest or otherwise) 
owing to any of same; 

(v) any mortgage, pledge or subjection to lien, 
charge or encumbrance of any kind of the Company's assets, 
tangible or intangible; 

(vi) except as set forth herein, any sale or 
transfer of the Company's assets, or any cancellation of any 
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* 

ot the debt* or claim* of the Company except in the ordinary 
course of business; 

(vii) any material amendment or termination of 
any material contract, agreement or license, to which the 
Company is a party otherwise than in the ordinary course of 
business, or any material amendment or termination of any 
son t ract, agreement, or license with any customer of tha Coa - 
pany which in the , nost recent fiscal year of the Company paid 
to tha Company fees aggregating five percent (5%) of tha Com¬ 
pany's gross revenue; 

(viii) any commitment by the Company (through 
negotiations or otherwise) or any liability incurred to any 
labor organization actually or purportedly representing or 
attempting to represent any of the employees of the Company 
except ais^jiejt^forth^on^Exhibit^||F''; or 

(ix) any event or condition of any character, 
materially and adversely affecting the businesses or 

properties of the Company. 

3.6 Contracts . Attached hereto as Exhibit "C" is 
a schedule cf all Material Contracts and Commitments contain¬ 
ing a list of all such contracts and commitments to which tha 
Company is a party or by which it is bound. For the purpose 

of this Paragraph 3.6, the term "Material Contracts and Commit- 

% 

ments" shall be defined as (i) all contracts or commitments out 
of the ordinary course of business; (ii) all contracts and 
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commitments Involving an obli gation to render services during 
a f lxed_p erlod of time a t a fixed compensation; (ill) all 
contracts or commitments affecting ownership of, title to, 
use of, or any interest in real estate; (iv) all bonuses, 
incentive compensation, pension, group insurance or employee 
welfare plans of any nature whatsoever; (v) all collective 
bargaining agreements or other contracts or commitments to 
or with any labor unions or other employee representatives or 
groups of employees; (vi) employment contracts and all other 
contracts, agreements or commitments to or with individual 
employees or agents extending for a period of more than six 
(6) months from the date hereof or providing for earlier 
termination only upon yhe payment of a penalty or equivalent 
thereof; (vii) all other contracts or commitments providing 
for payments based in any manner upon the rales, purchases 
or profits of the Company; (viii) any contract or commitment, 
whether in the ordinary course of business or not, which in¬ 
volves future payments, performance of services or delivery of 
goods and/or materials, to or by the Company of an aggregate 
amount or value in excess of Twenty-five Thousand Dollars 
($25,000), excluding terminable commitments to perform service s 
for custo mers ur clients . There has not been any material de¬ 
fault in any obligation to be performed by the Company under 
any such Material Contract or Commitment listed on the said 
Exhibit "C", and the Company has not waived or suffered the loss 
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or extinguishment of «ny materiel right under any such 

Material Contract or Commitment. 

3.7 Properties . Attached hereto as Exhibit 

"H" is a schedule of all real property owned in fee by the 
Company, together with a summary of all other real property, 
including leaseholds and options to purchase real property, 
owned by the Company or in which it has any interest, contain¬ 
ing an accurate description thereof and an accurate summary of 
the principal terms of all leases and options to purchase real 
property, including the names of its lessors and persons or 
entitles against whom options to purchase real property are, 
or will be exercisable. The Company has good and marketable 
title to all of its properties and assets (including but not 
limited to those reflected in its Trial Balance Sheet as at 
September 30, 1968, except as since sold or otherwise dis¬ 
posed of in the ordinary course of business), all free and 
clear of all covenants, conditions, easements, liens, charges 
and encumbrances other than as set forth in exhibits attached 
to this Agreement, and other than liens for property taxes not 
delinquent. The plants, structures, leasehold improvements, 
equipment, and other tangible assets of the Company are, to the 
knowledge and belief of the Seller, in good operating condition 
and repair, subject only to ordinary wear and tear. There has 
been no failure of the Company to comply in all material re¬ 
spects with all laws, regulations and orders applicable to its 
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properties and businesses which has not been remedied without 
material adverse effect upon the businesses and/or assets of 
the Company. 

3.8 Absence of Undisclosed Liabilities . Except as 
specifically set forth in exhibits to this Agreement, the 
Company is not obligated for, nor are any of its assets or 
properties subject to, any liabilities or materially adverse 
obligations, whether or not such liabilities are normally 
shown or reflected on a balance sheet prepared in a manner 
consistent with generally accepted accounting principles, 
other than liabilities or obligations arising in the ordinary 
course of business since September 30, 1968, none of which 
are materially adverse. The Company is not in default in 
respect to any material term or condition of any indebtedness 
or liability (including trade payables). There are no facts 
in existence on the date hereof and known to the Seller which 
might reasonably serve as the basis for any material liabili¬ 
ties or obligations of the Company not disclosed in this 
Agreement or in exhibits hereto. 

3.9 Outstanding Indebtedness . Attached hereto as 
Exhibit "I" is a true and complete list of all indebtedness 
(other than trade accounts payable and normal accruals of 
expenses and taxes arising in the ordinary course of business 
with respect to which no assets have been pledged or other¬ 
wise hypothecated, voluntarily or involuntarily), of the Com- 
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f 

pany or with respect to which any of its properties or 
assets are subject, including a description of all of the 
terms thereof, end a description of ell properties or essets 
pledged, mortgeged or otherwise hypotheceted (volunterily or 

involunterily) as security therefor. 

3.10 Tax Returns and Audits . 

(i) The Company has filed all income, fran¬ 
chise end other tax returns required to be filed (including 
those owing to the United States or other government or any 
subdivisions thereof) by it by the date hereo f JL , or | ha _ s . d ul I 
^rei ned extensions of time by which said return, must be 
filed. The provisions for federal, state, and local taxer 
reflected on its financial statements and exhibits attached 
hereto are adequate to cover it. liabilities for such taxes 
with respect to the period then ended and for all prior periods. 

(ii) The Seller heretofore delivered to Titan 
copies of the federal and state tax return, for the taxable 
year, ending in 1964 through 1968 for the Company, constituting 
complete and accurate representation, of it. respective tax 
liabilities for said years and accurately reflecting it. posi¬ 
tion with respect to future tax liabilities by accurately set¬ 
ting forth all relevant items, including the tax bases of all 
assets, to the extent required to be set forth in said returns. 

(iii) The Company has not consented pursuant to 

the provisions of Section 341(f) of the Internal Kcv.no. Cod. 
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of 1954, as amended, to have the provisions of Section 
341(f)(2) apply to the transfers of stock pursuant to this 
Agreement. 

(iv) Notwithstanding anything to the con¬ 
trary in this Agreement or any exhibits hereto, the Com¬ 
pany has no liabilities for any taxes with respect to cur¬ 
rent periods, or any prior periods, pursuant to any section 
of the Internal Revenue Code of 1954, as amended (or com¬ 
parable provisions of any state income or franchise tax law), 
other than corporate income taxes (or comparable state fran¬ 
chise taxes) due pursuant to Section 11 (including Section 
1562) of said Internal Revenue Codeaf f954, as amended (or 
comparable state income or franchise tax laws). 

3.11 Litigation . Except as set forth in Exhibit "J" 
attached hereto, neither the Company nor the Seller has been 
served with any summons, complaint or notice to arbitrate, 

and the Seller has no knowledge of any suit, equitable or legal, 
administrative, arbitration or other proceeding pending or 
threatened against the Company, which relates to the businesses, 
properties or assets of the Company. 

3.12 Labor Problems . Except as disclosed in exhibits 
to this Agreement, the Company has not been a party to any con¬ 
tract or agreement with a labor union or any local or subdivision 
thereof actually or purportedly acting for or 6n behalf of any 

of the employees of the Company, nor has it been charged with 
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any unresolved unfair labor practices, nor does the Seller 
have knowledge of any present union organizing activity 
among any of the respective employees of the Company. 

3.13 insurance Coverage . The Company maintains 
policies of fire, liability* warranty, use and occupancy 
and other forms of insurance, covering its properties and 
assets, in amounts and against such losses and risks as are 
generally maintained for comparable businesses and properties, 
and valid policies for such insurance are outstanding and are 

duly in force. 

3.14 Interests in Competitors . Suppliers, Customer s, 
etc. Except as disclosed in Exhibit "K", neither the Seller 
nor members of the Seller's family owns, directly or indirectly, 
individually or collectively', a material interest in any cor¬ 
poration, partnership, firm or association which (i) is a com¬ 
petitor, potential competitor, supplier or customer of the 
Company, or (ii) has an existing contractual relationship with 
the Company, including but not limited to lessors of real or 
personal property leased to the Company and entities against 
whom rights or options are exercisable by the Company. 

3 .15 Indebtedness to Officers . Directors and Stock¬ 
holders . Other than as set forth in Exhibit "L", the Company 
is not indebted to any of those persons who are stockholders, 
officers and/or directors of the Company or to their respective 
spouses or children in any amount whatsoever other than for 
compensation for services rendered. — 
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3.16 Articles of Incorporation and By-Lav>s . The 
Seller has heretofore delivered to Titan true, accurate and 
complete copies of the Articles of Incorporation and By-Laws, 
together with all amendments to each of same, of the Company. 
Nothing contained therein prevents or adversely affects the 
consummation of the transaction contemplated by this Agree¬ 
ment . 

3.17 Corporate Minutes . The Seller has heretofore 
furnished to Titan for its examination the minute books of 
the Company containing complete and accurate records of any 
and all proceedings and actions at all meetings of its stock¬ 
holders and Board of Directors required to be set forth in 
such minutes. 


3.18 Onerous Agreemertts. etc . The Company is not a 
party to, or otherwise bound by, any contracts, commitments or 
undertakings (contractual or otherwise) which are materially 
adverse, onerous or otherwise harmful to its business, 
properties or assets, except as disclosed herein or in exhibits 
to this Agreement. 

3.19 Brokera, and Finder's Fees . The Seller hereby 
warrants and represents that neither the Seller nor the Com¬ 
pany, nor any of its employees or agents, has incurred any 
liability to any broker, finder or agent for any brokerage 
fees, finder's fees or commissions with respect to the trans¬ 
actions contemplated by this Agreement, which liability will 
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will diminish the assets and properties of the Company or 
will affect the shares transferable to Titan hereunder, 
or which liability may be asserted against Titan or the 

Company. 

3.20 n.i.11 fiction In 0tb« r State. Tli« Company 
1. not requlr.d to b. and 1. not ,u.Ufl.d to do bu.ln... 
in any stata. 

3.21 Accounts Receivable . Attached hereto as Ex¬ 
hibit "M" is a schedule of accounts receivable of the Com¬ 
pany as at September 30, 1968, properly aged in accordance 
with the date each account receivable originally came into 
existence, without taking Into account any renewals thereof. 

. 3.22 Employees . Attached hereto as Ex¬ 

hibit "N" is a schedule as of the date hereof showing the 
names of all persons to whom the Company has paid or is 
obligated to pay any salary or other compensation for the 
calendar year 1968, their annual rate of compensation, and the 
nature of their duties entitling them to such compensation, 
geld schedule shall contain all of the employees of the Com¬ 
pany except those whose compensation is based upon an hourly 

or piece-work rata.- 

' 3.23 M.f.rtal Ml.atat.rn.nt. or Omtelona. No r.pr.~ 
aantatlona op -arrantl.. by th. S.ll.r In thl. *gt..m.nt, not 
any document, statement, certificate or schedule furnished to 
Titan pursuant hereto, or in connection with the transactions 
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contemplated hereby, contains or will contain any untrue 

< 

statement of a material fact necessary to make the state¬ 
ments or facts contained therein not misleading. 

4. Obligations and Covenants of the Seller . The 
Seller hereby covenants and agrees as follows: 

' 4.1 Contemporaneously with the execution of this 

Agreement, the Seller has delivered to Titan: 

(a) Certificates for the shares of stock 
described in Paragraph n l" hereof, duly endorsed in blank, 
with the necessary transfer stamps affixed, or funds therefor. 

(b) True, complete and correct copies of the 
Certificate of Incorporation and amendments thereto, By-Laws 

« 

and amendments thereto, Minute Books, Stock Transfer Books, 
and corporate seal of the Company. 

(c) Certified copies of resolutions of the Board 
of Directors of the Company in the form specified by the banks 
with which the Company does business, adding to all prior 
signatories on checks the names of Eugene A. Hegy, Jr., 

Anthony M. Frank, Richard K. McIntyre, and Benjamin M. Robinson, 
signing jointly; a list of each bank, savings and loan, or 
other financial institutions in which the Company has an account 
or safe deposit box, and the names of all persons, other than 
those set forth above, authorized to draw thereon or have access 
thereto. 

(d) Resignations of all officers and directors of 

the Company. » — 
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(e) Copies of minutes of the meeting of the 
Board of Directors of the Company electing the following 
persons as directors in place of those persons who have re¬ 
signed as directors and officers: 

A 

_ / * • ' 

and electing the following persons as officers: 

President 
Vice President 
Vice President and 
Assistant Secretary 
Vice President and 
Assistant Secretary 
Secretary and Treasurer 

(f) General releases of all claims, save as, 
specifically therein qualified, of the Seller against the 
Company. 

(g) Employment Contract between Harold A. Faggen 
and the Company in the form of Exhibit "0" annexed hereto. 

(h) A written opinion of Simon Sheib, Esq., legal 
counsel for the Company, to the effect that: (i) the Company 
is duly organized and existing and in good standing under the 
laws of its state of incorporation and, to the best of said 
counsel's knowledge, is qualified to do business in other 
jurisdictions . (including foreign countries) in which the 
nature of its business or the character of its properties makes 
such qualification necessary, or if not so qualified, is not 
subject to any material liability for its failure to qualify, 
and has full corporate power to carry on its business and to 
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own and operate its properties and assets now owned or 
operated by it; (ii) the authorized and outstanding capital¬ 
ization of the Company is as specified pursuant to Paragraph 
3..4(i) above; (iii) except as set forth on Exhibit "j", he 
does not know of any litigation, proceeding or governmental 
investigation pending or threatened against or relating to 
the Company or any of its properties or businesses or with 
respect to any of the capital stock of the Company; (iv) all 
proceedings required by law or by the provisions of this 
Agreement to be taken by the Seller in connection with the 
transactions provided for by this Agreement have been duly and 
validly taken; (v) to the best of such counsel's knowledge, 
the consummation of the transactions contemplated by this 
Agreement will not result in a breach of any of the provisions 
of, nor will it constitute a default under, nor will it 
invalidate or give any party a right to cancel or terminate 
any agreement or instrument to which the Company is a party; 

(vi) such counsel has no knowledge of any defects in the title 
to the assets and properties of, or to the capital stock of, the 
Company; and (vii) t he Seller has the unrestricted right to 
trans for the shares of the Company to Titan and the certlfi- 

Ca !.!i. e *!! U I e l_ a T. d de . 1 _ iv J e . red ._ to Titan hereunder effectively,!* 
in Titan g ood and mar ketable title to the shares of stock herein 
transferred free and clea r of anyjmd all liabilities, obliga- 
tions and encumbrances . In rendering his opinion, counsel for 
the Company may rely as to factual matters on certificates of 
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the Seller or of officer* of the Company and upon such 
other evidence as he may deem necessary or desirable, 
including without limitation, opinions of associate counsel. 

__ 4.2 Further Documents. Etc . The Seller agrees that 

! Seller will, upon request, from to time execute and deliver 
such other and further agreements as may be necessary and 
] to testify in such proceedings and to do such other and fur- 
i ther acts as may be necessary in the opinion of Titan's 
| counsel to perfect the title to the shares of stock of the 
? Company so sold hereunder in Titan or to protect the property 
of the Company, to aid in the prosecution or defense of 
other litigation or proceedings in connection with the busi- 
! „ess of the Company prior to the date hereof, all without fur- 
‘ ther consideration but at the expense of the Company. The 
"Teller agrees to cooperate and to use Seller’s best efforts 
to have the officers, directors and other employees of the 
Company cooperate with Titan at its request and expense after 
the date hereof in endeavoring to effect the collection of all 
receivable* and other items owing to the Company in connection 
with actions, proceedings, arrangements or disputes relating 
to the adjustment of federal income and other taxes of the . 
Company for all periods prior to the date hereof, and in con¬ 
nection with any other actions, proceedings, arrangements or 
disputes involving the Company and/or Titan based upon contracts 
arrangements or acts of the Company which were in effect or 
occurred on or prior to the date hereof. 
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4.3 Negative Covenant . Faggen agrees that he will 
not, for a period of five (5) years from the date hereof, 
except as an employee of Titan, or an affiliate or subsidiary 
thereof, engage directly or indirectly as an officer, 
director, partner, employee, consultant, agent or otherwise 
\ in any business of the type carried on by the Company as of 
the date hereof in any area in which the Company was engaged 
j in such business on the date hereof. 

_ 4.4 Indemnification by Seller . The Seller shall 


indemnify and hold harmless Titan against and in respect of: 

v a) Any damage or deficiency resulting from any 
misrepresentation or breach of warranty contained in Para¬ 
graph "3" of this Agreement or from any misrepresentation or 
omission from any certificate or other instrument furnished 


to Titan under this Agreement. 

I 

j (b) All judgments, costs and reasonable expenses 

(including attorneys' fees) incurred in connection with or 

' resulting from any action, suit or proceeding incident to any 

» 

' of the provisions of subparagraph (a) of this Paragraph 4.4. 
i (c) Titan shall give the Seller prompt written 

notice of all claims, demands, actions, suits or proceedings 

threatened, made or commenced against Titan or the Company 

l * 

relating to any matter which the indemnity provided for in this 
Paragraph 4.4 applies. The Seller shall have the right, at 
Seller' . expense, to defend any such claim, demand, action. 
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ault or proceeding, using counsel of his own choosing. In 
such esse, Titan or the Company shall have the right to be 
represented therein at their own expense. Nothing contained 
in this paragraph shall limit the right of Titan or the 
Company to settle any action, suit or proceeding brought 
against them. 

(d) Except as set forth in subparagraph (c) of 
this Paragraph 4.4, the Seller shall reimburse Titan on de¬ 
mand for any payment made by Titan or the Company at any 
time after the date hereof with respect to any liability, 
obligation or claim to which the indemnity contained in this 
Paragraph 4.4 relates. 

(a) The rights granted to Titan pursuant to the 
provisions of this Paragraph 4.4 shnll not be construed to 
constitute a waiver by Titan of any of its remedies at law 
or in equity that it may have as a result of any mlsreprcsen- 
tation or breach of warranty contained in this Agreement or 
nonperformance of any agreement on the part of the Seller under 
this Agreement or from any misrepresentation or omission from 
any certificate or other instrument furnished or to be fur¬ 
nished to Titan under this Agreement. 

(f) The Seller shall be entitled to deduct the 
aggregate sum of $ from the total indemnity which the 

Seller shall owe to Titan pursuant to this Paragraph 4.4. 
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(g) The liability of the Seller under this Para¬ 
graph A. A or for breach of warranty shall completely terminate 
on March 31, 1970, except: 

(i) As to any claim, demand, action, suit or proceed¬ 
ing of which notice is given as required by subparagraph (d) 
prior thereto; and 

(it) As to any liability asserted or claimed against 
the Company or Titan for United States income taxes or any 
other taxes, federal, state or local, relating to the opera¬ 
tions of the Company prior to October 1, 1968, in excess of 
the reserve therefor set forth on the Company's Trial Balance 
Sheet as at September 30, 1968. 

5. Representations.and Warranties of Titan . Titan 
hereby represents and warrants the following: 

5.1 Financial Statements . Attached hereto and made 
a part hereof, marked Exhibit "?", are consolidated financial 
abatements for Titan and its subsidiaries as at and for the 
fiscal year ended December 31, 1967, and as at and for the 
six months ended June 30, 1968. 

The foregoing financial statements (1) are in 
accordance Vith the books and records of Titan and its subsidi¬ 
aries respectively, (ii) set forth fairly Titan's and its sub- 
sidiaries' consolidated financial condition and the consolidated 
results of their operations as at the relevant dates thereof and 
for the periods covered thereby, all prepared in accordance with 
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generally accepted accounting principles, (ill) contain 
and reflect all necessary adjustments for a fair presenta¬ 
tion of the results of operations and financial condition 
for the periods covered by said financial statements, and 
(iv) with respect to any of Titan's contracts and commit¬ 
ments, contain and reflect reserves for all material 
liabilities and for all reasonably anticipated material 
losses and costs in excess of expected receipts. 

5.2 Organization and Good Standing of Titan and 
its Subsidiaries . Titan is a corporation dul organized 
and existing and in good standing under the laws of the 
State of Delaware. Each of the material subsidiaries of 
Titan is a corporation duly organized and existing and in 
good standing under the laws of the respective state of its 
Incorporation. Titan and its subsidiaries have full corporate 

t 

power to carry on their respective businesses and to own and 
operate their respective properties and assets now owned or 
operated by them. 

5.3 Authority of Titan . The execution of this Agree¬ 
ment by Titan and its delivery to the Seller have been duly 
authorized by the Board of Directors of Titan, and no further 
corporate action will be necessary on the part of Titan to make 
this Agreement valid and binding upon Titan in accordance with 
its terms. 
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5.4 Absence of Certain Changes . Since June 30, 

1968, there has not been any material adverse change in 
the financial condition, assets or business of Titan and 
its subsidiaries other than changes in the ordinary course 
of business. Subsequent to June 30, 1968, Titan sold cer¬ 
tain of its assets which were carried on the books at that 
date in exchange for cash and certain mortgages. During 
its current fiscal year, Titan contemplates debiting the 
proc eeds of such sale s and cre diting a new account, "Reserve 
for Losses," from which future losses, if an y, incur red u pon 
the sale of certain assets will be deducted. 

5.5 Issuance of Notes . The issuance by Titan of 
the Notes has been duly authorized by all necessary corporate 
action on the part of Titan and the Notes, when executed and 

delivered to the Seller in accordance with the terms and con¬ 
ditions of this Agreement, shall constitute valid and legally 
binding obligations of Titan, enforceable in accordance with 
their terms, except as limited by bankruptcy, insolvency, reor¬ 
ganization or similar laws, and shall be entitled to all of the 
benefits provided by this Agreement. 

5.6 Common Stock of Titan to be Issued . The shares 
of common stock issuable upon any conversion of the Notes will, 
when issued in accordance with the terms of said Notes, be 
validly issued and outstanding, fully paid and nonassessable. 
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5.7 Material Misstatements or Omissions . No repre¬ 
sentations or warranties by Titan in this Agreement, nor any 
document, statement, certificate or schedule furnished or to 
be furnished to the Seller pursuant hereto, or in connection with 
the transactions contemplated hereby, contains or will contain 
any untrue statement of a material fact, or omits or will omit 
to state a material fact necessary to make the statements or 
facts contained therein not misleading. 

, 6. Federal Securities Act. 
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7. Obligations and Covenants of Titan . Titan hereby 
covenants and agrees as follows: 

7.1 Reservation of Shares . Titan shall hereafter 
keep reserved a sufficient number of shares of its Cooinon 
Stock for the purpose of enabling, at all relevant times, the 
conversion of the Notes. 

7.2 Opinion of Titan's Counsel . Contemporaneously 
with the execution of this Agreement, Titan has delivered to 
the Seller an opinion of its counsel, Robinson, Silverman, 
Pearce, Borden ar.d Ball, stating (i) Titan is a corporation 
duly organized and existing and in good standing under the 
laws of the state of its incorporation; (ii) this Agreement 
has been duly and validly authorized, executed and delivered 
by Titan and is valid and binding upon Titan and its stock¬ 
holders in accordance with its terms; .(^O the issuance and 
delivery of Titan's Notes to the Seller have been duly author¬ 
ized by all necessary corporate action on the part of Titan 
and the Notes, when executed and delivered in accordance with 
the terms and conditions of this Agreement, will constitute 
valid and Legally binding obligations of Titan, enforceable in 
accordance with their terms, except as limited by Bankruptcy, 
insolvency, reorganization and similar laws, and (iv) the 
issuance and delivery of Titan's Notes and the issuance of 
Titan's Common Stock upon conversion of the Notes, have been 
duly authorized by the stockholders of Titan (to the extent 
necessary) and such stock Issuable upon conversion will, when 
Issued, be validly issued, fully paid and nonassessable. In 
rendering their opinion, counsel for Titan may rely as to 
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factual matters on certificates of officers of Titan and such 
other evidence as they may deem necessary or desirable, in¬ 
cluding, without limitation, opinions of associate counsel. 

7.3 Fenslon Plan of the Company to remain effective . 


8 . Other Acquisitions, etc., by Titan . It is understood 
and agreed by the Seller that, notwithstanding anything to the 
contrary herein contained. Titan may issue additional shares 
of its capital stock (whether Common or Preferred) or any 
other securities (whethef convertible into capital stock or 
not), options or warrants, pursuant to a bona fide sale there¬ 
of, or with respect to the exercise of any stock options, or 
in connection with the acquisition of assets of, or stock of, 
other corporations, partnerships or proprietorships which 
Titan may desire to acquire, or in any other bona fide and 
arm's-length transaction, and that any such sale, Issuance or 
acquisition shall not affect the terms hereof. 

s 

9. Survival of Representations . 

9.1 All statements contained in any certificate or 
other instruments delivered by or on behalf of Titan or the 
Seller pursuant hereto, or in connection with the transactions 
contemplated hereby, shall be deemed representations and 
warranties by Titan and the Seller hereunder. Subject to sub- 
p arag raph (g) of Paragraph 4.4, all representations, warran- 




1651 

Defendant'8 Exhibit G 


ties and agreements made by Titan and the Seller shall sur¬ 
vive the closing and any investigation at any time made by 
or on behalf of Titan or the Seller. 

10. Benefit . This Agreement binds and benefits the 
successors and assigns of the parties hereto. 


11. Paragraph Headings . The paragraph headings set 
forth herein are included for convenience only and shall not 
in any way affect the meaning or construction of this Agree¬ 
ment. 

12. Gender . The use of the masculine gender shall in¬ 
clude the feminine wherever applicable. 

13* Entire Agreement . This Agreement contains the en¬ 
tire understanding of the parties hereto relative to the sub¬ 
ject matter hereof an 1 may not in any way be altered, amended, 
modified or abrogated except by a writing signed by all of 
the parties hereto. 

14. Notices . All notices, requests, demands and other 
communications hereunder shall be in writing and shall be 
deemed to have been duly given if delivered or if mailed, by 
United States certified or registered mail, prepaid, to the 
parties or their assignees at the following addresses (or at 
such other address as shall be given in writing by either 
party to the other): 

Titan G.'^'jp, Inc. 

529 Fifth Avenue 

New York, Hew York 


The Seller 



1652 

Defendant'8 Exhibit G 

15. Remedies Not Exclusive . No remedy conferred by any 
of Che specific provisions of this Agreement Is Intended to 
be exclusive of any other remedy, and each and every remedy 
shall be cumulative and shall be in addition to every other 
remedy given hereunder or now or hereafter existing at law or 
in equity or by statute or otherwise. The election of any 
one or more remedies by Titan or the Seller shall not con¬ 
stitute a waiver of the right to pursue other available 
remedies. 

16. Counterparts . This Agreement may be executed In 
one or more counterparts, each of which shall be deemed an . 
original, but all of which together shall constitute one and 
the same instrument. 

17. Captions and Paragraph Headings . Captions and para¬ 
graph headings used herein are for convenience only and are 
not a part of this Agreement and shall not be used in constru¬ 
ing it. 

18. Construction . This Agreement shall be construed in 
accordance with the law of the State of New York applic able to 
a greements made and performed in New York. 

IN WITNESS WHEREOF, the parties have duly executed this 
Agreement. 

TITAN GROUP, INC. 

(Corporate Seal) By_ 

Attest: 

The Seller 
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NUMBER_ 
$_ 


EXHIBIT B 
TITAN GROUP, INC. 

4* CONVERTIBLE INSTALLMENT NOTE 
DUE NOVEMBER 1, 1978 


New York, New York 


TITAN GROUP, INC., a Delaware corporation (hereinafter 
called the Company"), fox value received, hereby promises to 
pay _ 


or order, the principal sum of 

Dollars in such coin or currency of the United States of 

S 

America as at the time of payment (as hereinafter set forth) 
shall be legal tender for the payment of public and private 
debts, upon surrender hereof for payment in full at the prin¬ 
cipal office of the Company, 529 Fifth Avenue, New York, New 
York, and to pay interest on the unpaid principal hereof from 
the date hereof at the rate of 4« per annum, in like coin or 
currency, semi-annually on May 1 and November 1 of each year, 
until such principal sum shall have become due and payable, 
and to pay interest at the rate of 7t per annum on any overdue 
principal and (to the extent permitted by applicable law) on 
any overdue interest, from the due date thereof, until the 
obligation of the Company with respect to the payment thereof 
shall bo discharged. # 

This Note is one of the Notes of the Company, aggregating 
$5,500,000 in original authorized principal amount, executed 
and delivered by the Company pursuant to a certain Agreement 

t * atec ' ____, between the Company and Holders 

therein named, and all persons who shall from time to time 
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be holders - any of such Notes. The Company hereby agrees 
with the Holder of this Note that it.will perform and observe 
each of its covenants and agreements contained in said Agree¬ 
ment, as from time to time amended and supplemented, the 
provisions of which Agreement are hereby incorporated herein 
by reference with the same effect as if herein set forth in 
full. 

1. Payment of Principal . 

The principal sum of this Note and all interest then 
accrued and unpaid shall become due and payable as follows: 

November 1, 1977 10% of the original face 

amount hereof. 

November 1, 1978 the balance of the original 
face amount hereof. > 

Notwithstanding the foregoing, if (a) the Company 
shall (i) admit in writing its inability to pay its debts 
generally as they become due, (ii) file a petition in bank¬ 
ruptcy or a petition to take advantage of any insolvency act, 

(iii) make an assignment for the benefit of its creditors, 

(iv) consent to the appointment of a receiver for itself or 
for the whole or any substantial part of its property, (v) on 
a petition in bankruptcy filed against it, be adjudicated a 
bankrupt, or (vi) file a petition or answer seeking reorgani¬ 
zation or arrangement under the Federal bankruptcy laws or any 
other applicable law or statute of the United States of America 
or any State thereof; or (b) if a court of competent jurisdic¬ 
tion shall enter an order, judgment or decree appointing, 
without the consent of the Company, a receiver of the Company, 
or of the whole or any substantial part of its property, or 
approving a petition filed against it seeking reorganization- 
or arrangement of the Company under the Federal bankruptcy 
laws or any other applicable law or statute of the United 
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States of America or any State thereof, and such order, 
judgment or decree shall not be vacated or set aside or 
stayed within sixty (60) days from the date of entry 

thereof; or (c) if, under the provisions of any other law for 

the relief or aid of debtors, any court of competent juris¬ 
diction shall assume custody or control of the Company or of 
the whole or any substantial part of its property and such 
custody or control shall not be terminated or stayed within 
sixty (60) days from the date of assumption of such custody 

or control; then, in any such event, at the option of the 

holder of any Note exercised by written notice to the Company 
at its principal office, such Note, together with the interest 
accrued thereon, shall forthwith become and be due and payable. 

2. Register of Notes . 

The Company or its duly appointed agent shall main¬ 
tain a register or registers in which it shall register all 
of the Notes and shall transfer them in accordance with the 
terms hereof and of the said Agreement. The Notes shall be 
transferred only on the register or registers maintained by 
the Company or its agent and the Company shall be entitled 
to regard the registered holder as the actual holder of the 
Note so registered for all purposes until a transfer has been 
effected by the Company or its agent. The Company or its agent 
shall not be required to make any transfer unless and until it 
shall receive the Note to be transferred duly and properly 
endorsed or signed by the registered holder thereof or by his 
attorney duly authorized in v/riting and unless and until the 
registered holder is entitled to transfer the same under the 
provisions hereof and of the said Agreement. 

3. Prepaym ent . 

The Company may not prepay any of the Notes, or any 
part thereof, prior to November 1, 1971. Thereafter, the 
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Company, at its election, subject to the giving of notice as 
provided below, may prepay the principal amount of the 
outstanding Notes, in whole or in part, at the respective 
amounts set forth below plus interest accrued and unpaid 
to the date of prepayment. 

Redemption Price 
(as a Percent of 
Principal Amount) 


If Redeemed During the 
Twelve McSMhs Period 
Commencing November 1 


1971 

1972 

1973 

1974 

1975 

1976 
" 1977 


105* 

104-1/6% 

103-1/3% 

102 - 1 / 2 % 

101-2/3% 

100-5/6% 

100 % 


Notwithstanding the foregoing, the Company shall have 
the option at any time in the event of any merger or consoli¬ 
dation of the Company with or into, or the sale of substan- . 
tially all of its assets to, any other corporation, to call 
for prepayment without penalty any or all of such Notes at 
the face amount plus interest accrued and unpaid to the date 
of prepayment or to cause without penalty such other corpora¬ 
tion or any surviving or resulting corporation to assume the 
Company’s obligations under the said Agreement, in the manner 
and fashion set forth in the last paragraph of Section 4 below. 

In the case of any prepayment of the Notes, or any 
part thereof, notice thereof shall be given not less than 
thirty (30) nor more than sixty (60) days prior to the date 
fixed in such notice for such prepayment, (hereinafter 
referred to as the "Prepayment Date"). Such notice shall bo^ 
sent by registered or certified mail, postage prepaid, to each 
of the holders of the Notes then outstanding at the most recent 
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address of such holders as reflected in the register or 
registers of Notes maintained by the Company, and said notice 
shall be deemed given when deposited in the mail. 

In the case of any prepayment of less than the entire 
unpaid principal amount of all outstanding Notes, the amount 
to be prepaid shall be applied pro rata to all outstanding 
Notes according to the respective unpaid principal amounts 
thereof. 

4. Conversion Privilege . 

Any holder of any Note, at his option, at any time 
after the issuance of the Notes, and from time to time up to 

noon. New York time, on the fifth day before the Prepayment 

( 

Date or the final maturity date (whichever is applicable), may 
convert such Note, or any part thereof, held by him into 
Common Stock of the Company, at the rate and upon the terms 
hereinafter set forth. Such conversion shall be at the rate 
of one whole share of Common Stock for each Twenty Dollars 
($20.00) [Fifteen Dollars ($15.00) in the case of Seven Hundred 
Fifty Thousand Dollars ($750,000.00) in aggregate face amount 
of Notes) of the unpaid principal amount of each Note, subject 
to adjustment as provided herein. No fractional shares will 
be issued in connection with any such conversion, but in lieu 
of such fractional shares, the Company shall make a cash pay¬ 
ment therefor equal in amount to the product of the applicable 
fraction multiplied by the conversion price then in effect. 

To convert, the holder of any Note shall deliver 
written notice of his election to so convert, and shall 
surrender such Note appropriately endorsed, to the Company at 
itr. principal office. The date of conversion of such Note 
shall be deemed to be the date of receipt of such Note by 
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the Company, provided It is accompanied by the required 
written notice, even if the Company'e atock transfer books 
are at the time closed, and the converting holder shall be 
deemed to have become, on the date of conversion, the record 
holder of the shares of Common Stock deliverable upon such 
conversion. 

As soon as reasonably possible, after the date of 
conversion, tKe Company shall issue and deliver to such con¬ 
verting holder a certificate or certificates for the number 
of shares of its Common Stock due on such conversion. No 
adjustment shall be made in the number of shares of Common 
Stock issuable upon conversion of the Notes on account of. 
interest accrued but not yet due and unpaid to the date of 
conversion nor shall ai>y such interest be paid upon such con¬ 
version; provided, however, that the amount of any interest 
theretofore due and unpaid at the date of conversion shall be 
paid by the Company upon conversion but shall not be converti¬ 
ble into Common Stock. The issuance of Common Stock certi¬ 
ficates on conversion shall be made without charge to the 
holder of the converted Note for any issuance or transfer 
tax in respect of such issuance. 

The Company shall not, however, be required to pay 
any tax which may be payable in respect to any transfer 
involved in the issue and delivery of shares of Common Stock 
in any name other than that of the holder of the converted 
N.'te, and the Company shall not be required to issue or deliver 
any such Common Stock certificate unless and until the person 
or persons requesting the issuance thereof shall have paid to 
the Company the amount of such tax or shall have established 
to the satisfaction of the Company that such tax has been paid. 
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In no event shall the Company be liable to any person 
or entity for failure to sell or Issue any of its Common 
Stock upon conversion of the Notes unless and until all 
requisite authority under applicable rules and regulations 
of any state or federal regulatory agencies for such sale 
or issuance has been obtained and all applicable state or 
federal laws have been complied with. Subject to the provi¬ 
sions hereof and of the said Agreement, the Company covenants 
and agrees that it will use its best efforts to obtain such 
authority and to insure compliance with applicable laws 
without necessary delay. 

In the event the Company shall at any time change the 
outstanding shares of Common Stock issuable upon conversion of 
the Notes, by way of stock dividend, stock split, reverse 
stock split or similar reclassification (all such changes are 
hereinafter referred to as "Heclassifications") of the capital 
stock of the Company, the conversion price of the Common Stock 
as defined above shall be proportionately decreased or in¬ 
creased. Any such adjustment shall become effective at the 
close of business on the date that any such Reclassification 
shall become effective. Notice of any such adjustment shall 
be mailed (by first class mail) by the Company to the holders 
of the Notes at the most current address reflected in the 
register or registers of Notes maintained by the Company. 

In the event that after the date hereof the Company 
shall merge or consolidate into another corporation, or shall 
sell, transfer or otherwise dispose of all or substantially 
all of its property,.assets or business to another corpora¬ 
tion anil pursuant to the terms of such merger, consolidation 

or disposition of assets, chares of Capital stock of the 

$ 

Successor or Acquiring Corporation shall be received by or 
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distributed to the holders of Common Stock of the Company, 
and in the event end to the extent that the Company shall not 
elect to prepay the Notes or any portion of them pursuant to 
Paragraph 3 above, the Successor or Acquiring Corporation 
shall execute an agreement supplemental hereto assuming all 
of the Company's obligations hereunder and providing that the 
Notes shall thereafter be convertible into shares of Capital 
Stock of the Successor or Acquiring Corporation in the same 

e 

manner as if such Notes had been converted into Common Stock 
of the Company immediately prior to such event. 

The Company covenants and agrees that during the 
period during which .the Notes shall be convertible, the 
Company will at all times have authorized and reserved for 
the purpose of issue upon exercise of the conversion privi¬ 
lege a sufficient number of shares of its Common Stock. 

5. Transfer Without Registration . 

No holder of any Note or Common Stock issuable upon 
conversion of any Note shall transfer such Note or Common 
Stock issuable upon conversion thereof (hereinafter referred 
to as "Note Stock") unless each of the following conditions 
has been satisfied! 

(a) The Company shall have received written notice 
of the proposed transfer, setting forth the circumstances and 
details thereof; 

(b) The Company shall have received a written opinion 

from the law firm of ___—- (or 

another law firm satisfactory to the Company) specifying the 
nature and circumstances of the proposed transfer and indi¬ 
cating that the proposed transfer will not be in violation of 
any of the provisions of the Securities Act of 1933 and the 
Rules and Regulations promulgated thereunder; and 
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(c) The Company shall have received a written opinion 
from its counsel to the effect that the proposed transfer 
will not be in violation of any of the provisions of the 
Securities Act of 1933 and the Rules and Regulations promul¬ 
gated thereunder. 

6. Subordination Provisions . 

The Holder hereof agrees that the payment of the 
principal, premium, if any, and interest on this Note is 
expressly subordinated to the prior payment of any and all 
Senior Debt of the Company or any of its subsidiaries. 

"Senior Debt" for this purpose means the principal of (and 
premium, if any) and interest on the following, whether out¬ 
standing at the date hereof or hereafter incurred or created: 

(a) indebtedness of the Company or any of its subsidiaries 
for money borrowed or other indebtedness to banks or finan¬ 
cial institutions evidenced by notes or other written 
obligations, (b) indebtedness of the Company or any of its 
subsidiaries evidenced by notes, debentures (other than this 
Note and those others of like tenor issued concurrently 
herewith), bonds or other securities issued under the pro¬ 
visions of any indenture or similar instrument, (c) indebted 
ness of others of either of the kinds described in the preceding 
clauses (a) and (b) assumed or guaranteed by the Company or 
any of its subsidiaries and (d) renewals, extensions and 
refunding of indebtedness of the kinds described in the pre¬ 
ceding clauses (a), (b) and (c), together with any liability 

t „ obligation of the Company or any of its subsidiaries to 
pay money (other than as lessor) in connection with any lease 
of equipment; unless in the case of any particular indebtedness, 
renewal, extension or refunding, or liability or obligation 
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in connection with any lease of equipment, the instrument 
creating or evidencing the same or the assumption or 
guarantee thereof expressly provides that such indebtedness, 
renewal, extension or refunding, or liability or obligation 
in connection with any lease of equipment, the instrument 
creating or evidencing the same or the assumption or 
guarantee thereof expressly provides that such indebtedness, 
renewal, extension' or refunding, or liability or obligation 
in connection with any lease of equipment, is not superior 
in right of payment to this Note. So long as no default 
and no event which would become an event of default upon 
the lapse of time or upon the notice and lapse of time 
specified has occurred under or with respect to any such 
Senior Debt and no default or event of default will be 
created by such payment or payments, the Company may pay to 
Holder hereof interest and principal as provided herein, 
which payments on interest and principal of this Note are 
hereafter referred to as Allowed Payments. 

Until all present or future Senior Debt has been 
paid in full, unless with the prior written consent of the 
holder or holders of the Senior Debt, the Holder hereof agrees 
not to subordinate the payment hereof to the claim of any 
other creditor of the Company or any of its subsidiaries 
and not to receive or accept, other than Allowed Payments, 
any payment (directly or indirectly) or to borrow any money 
or property from the Company or any of its subsidiaries, and 
the Company agrees not to pay (and to cause its subsidiaries 
not to pay), other than Allowed Payments, any part of the 
indebtedness evidenced by this Note or to loan tc or give 
any money or property to the Holder hereof. 

Any payments, which shall include any and all moneys 
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received by the Holder hereof from the foreclosure of any 
collateral given to secure payment hereof, received directly 
or indirectly from the Company or its subsidiaries or their 
properties contrary to the provisions of this Paragraph 6 
or by reason of insolvency, assignment for benefit of 
creditors, bankruptcy, receivership of or attachment or 
execution or other sale of assets of the Company or its 
subsidiaries, will be paid by the Holder hereof to the 
holder or holders of Senior Debt promptly upon demand to the 
extent necessar.- to pay the Senior Debt in full. 

The Holder hereof agrees, that in the event of 
insolvency, assignment for benefit of creditors, bankruptcy, 
receivership or other proceedings tending towards liquidation 
of the business and assets of the Company immediately t file 
its or his claim for the unpaid balance of its or his Note 
in the form required in said proceedings and cause said 
claim to be approved, and the Holder hereof will immediately 
thereafter assign and transfer to the holders of Senior Debt 
all of its or his right, title and interest in and to the 
claim which was filed. If the Holder hereof does not file 
a proper claim or proof of debt in the form required in such 
proceeding prior to thirty (30) days before the expiration of 
the time tp file such claim, then the holder or holders of 
Senior Debt have the right to and are hereby authorized to 
file an appropriate claim or claims for an$ on behalf of the 
Holder hereof. 

Tlie Holder hereof hereby assigns, transfers and 
conveys to the holder of Senior Debt, all of its or his 
interest in and to any and all such claims as may be filed 
against the Company in liquidation and expressly authorizes 
and directs any assignee, trustee in bankruptcy, receiver or 
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Other person in charge to pay and deliver to the holder of 
Senior Debt sufficient of the dividends and other property 
distributed to pay the Senior Debt in full. 

It is agreed that the provisions of this Paragraph 
6 are and are intended solely for the purpose of defining 
the relative rights of the Holder hereof and of the Senior 
Debt and nothing in this paragraph shall or is intended as 

e 

between the Company and the Holder hereof to impair the 
obligation of the Company which is unconditional and absolute, 
to pay to the Holder of this Note the principal thereof and 
interest thereon or to affect the relative rights of the 
Holder hereof and creditors of the Company other than the * 
holders of Senior Debt, nor shall anything in this Paragraph 
6 prevent the Holder hereof from exercising all remedies 
otherwise permitted by applicable law upon default under 
this Note subject to the rights under this Paragraph 6 of 
the holders of Senior Debt in respect to cash or property of 
the Company received upon the exercise of any such remedy. 

7. Legend . 

It is understood and agreed by the parties hereto, 
and all persons who shall from time to time be holders of 
any of the Notes or Note Stock, that the Note Stock shall 
bear a legend substantially as follows: 

"The transfer of the shares represented by this 
certificate is subject to the conditions specified 

in the Agreement dated__» 1968, 

providing for the issuance of Notes pursuant to the 
conversion of which such shares were issued and sold 
by Titan Group, Inc. (the "Company") and no transfer 
of such shares shall be valid or effective until such 
conditions have been fulfilled. A copy of such 
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Agreement is on file and may be inspected at the 
principal office of the Company. The holder of this 
certificate, by acceptance of this certificate, agrees 
to be bound by the provisions of such Agreement and 
to indemnify and hold harmless the Company, and other 
persons specified in such Agreement, against loss or 
liability arising from the disposition of the shares 
represented by this certificate in violation of such 
provisions.* 

8. Attorneys' Fees . 

In the event that legal action becomes necessary to 
enforce tha terms and conditions of this Note, the losing 
party in such legal action shall pay all the incidental 
costs and reasonable attorneys' fees incurred by the prevail¬ 
ing party. 

NOTWITHSTANDING ANY OTHER PROVISIONS CONTAINED HEREIN, 

NO TRANSFER OF THIS NOTE OR OF THE STOCK PURCHASABLE HERE¬ 
UNDER OR OF ANY INTEREST IN EITHER THEREOF SHALL BE VALID OR 
EFFECTIVE UNTIL THE CONDITIONS SPECIFIED IN THE HER.INMEN- 
TIONED AGREEMENTS HAVE BEEN FULFILLED. THE HOLDER OF THIS 
NOTE, BY ACCEPTANCE OF SAME, AGREES TO BE BOUND BY THE 
PROVISIONS OF SUCH AGREEMENTS AND TO INDEMNIFY AND HOLD 
HARMLESS THE COMPANY AGAINST LOSS OR LIABILITY ARISING FROM 
THE DISPOSITION OF THIS MOTE OR THE STOCK PURCHASABLE HERE¬ 
UNDER OR ANY INTEREST IN EITHER THEREOF IN VIOLATION OF SUCH 
PROVISIONS. 

TITAN GROUP, INC. 

By__ 

President/Vice President 

By_ _ _ _ 

Socretary/Assistant Secretary 
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Sidney B. Silverman 

233 Broadway 
New Yohk, N. Y. 10007 

Tiunon M» *7TO 


I T. Hamnc* 
. H. IWMC 


September 14, 1971 


BY HAND 

Robert J. Frenkel, Esq., 

Chairman, Board of Directora 
Titan Group, Inc. 

1325 Inwood Terrace 
Fort Lee, New Jersey 

«>■ Titan v. Faggen and Robinson 


Dear Bob: 

You have requested that 1 undertake an Independent 
Investigation of the facts snd circumstances surrounding 
the*.cqulsltlon by Titan of the Faggen Companies. I have 
examined all available material, and baaed upon my exam- 
ination of this material I have concluded that Titan has 
a meritorious claim against Benjamin J. Robinson q 
and Hafold A. Faggen. The claim a * a * n ?J * n ia - 

Robinson is based upon a violation of his * 

exercise due care in the conduct of the nego 
tlatlons with Faggen. Liability against is prem¬ 
ised upon his knowledge that Robinson is not * 

due care and his complicity with Robinson in the viol 

tion of Robinson's fiduciary duty. 

At the suggestion of your general counsel, I h -e 
reconsidered the question of whether a claim can be stated 
underRule 10b-5. It is my Judgment now as it was when I 
prepared a draft of the complaint, that liability ca 
be based upon a violation of that rule. Rei^nce is an 
essential ingredient of a 10b-5 action. Since Faggen s 
nosttl^ w^ adverse to that of Titan's, Tlt.n had an af¬ 
firmative obligation to make Its own Investigation an 
cannot rely upon representations made by Faggen. The fail 
ure to make an adequate investigation does not S^e ris 
a 10b-5 liability, but rather to the common law liability 
set forth above and spelled out in the complaint. 




c ^ 
hf 

UHhj ' 
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Sidney B. Silverman 


Robert J. Frankel, Esq. 


-2- September 14, 1971 


If you or Titan'8 board of directors desire further In¬ 
formation, please feel free to call upon me. 


SBS :GRF 
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SUMMONS IN A CIVIL ACVlON 


CIV. | .340 

(Fwotrlr O. C. ftm Na. U I'4». 


FOR THE 

SOUTHERN DISTRICT C? KEN YC1K_ 


Civil action File No. 


TITAN GROUP, INC., . 


Plaintiff 

T. 


HAROLD FAGCHN and BENJAMIN M. ROBINSON, 


Defendant a 
To the above named Defendant a: 

You are hereby summoned and required to serve upon Sidney B. Silverman, 


SUMMONS 


plaintiff’s attorney , whose address la 233 Broadway, New York, N. Y. 10007, 


an answer to the complaint which is herewith served upon you, w, tin 20 days after service of this 
summons upon you, exclusive of the day of service. If you fall to do so, judgment by default will be 
taken against you for the relief demanded in the complaint. 


Date: New York, K. Y., 

September , 1971, 


Clerk of Covrt. 
Depvty Clerk. 

[Seal of Court] 


KOTK>TKIi ivnwin i» l«v«ed yur«u»Hl to Utile 4 .f Ike federal Ryle, il Civil Trneedi* re. 
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UNITED STATES DISTRICT COURT 
SOoYi’.ENN DISTRICT 07 NEW YORK 

--------x 

TITAN CRO’J?, INC., 

t 

PI*Intiff, 

-*gainst- 

• 

HAROLD FACGEN ar.d BENJAMIN M. 
ROBINSON, 

Defendants. 


CivLI Action No. 

COMPTAINT 


---------- - x 

Plaintiff, by Its attorney, Sidney B. Silverman, alleges upon 
Information and belief, except for Paragraphs ”1" and "2" which 

are alleged upon knowledge, as follows: 

COUNT ONE 

1. The Jurisdiction of this Court is based upon diversity of 
citizenship: 


(a) Titan Croup, Inc. (Titan) is a corporation organized 
under the laws of the State of Delaware. It maintains Its prin¬ 
cipal executive offices at 1325 Ir.wood Terrace, Fort Lee, New 
Jersey. 


(b) The defendants Robinson and Faggen arc citizens of 
the State of New York. 


(c) The amount in controversy, exclusive of Interest and 


costs, exceeds $10,000. 

(d) This action has not been collusively brought to con¬ 
fer jurisdiction upon this Court. 

2. Titan was engaged, prior to December 2, 1968, in real es¬ 
tate and Insurance businesses. Titan had, on December 2, 1968, 
about 3,700,000 shares of common stock issued and outstanding. 
These shares were widely held by members of the investing public. 


3. (a) Defendant Robinson is an attorney admitted to prac¬ 

tice In the State of New York. He is a partner in th New York 
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law firm of Robinson* Silverman, Pearce, Aronsohn & Sand, vhica 
maintains offices at 230 Park Avenue, City, County and State of 


New York. 

(b) On and prior to December 2, 1968, defendant 
Robinson was a director of Titan, Chairman of Us board of dir¬ 
ectors, and chief executive officer. His law firm sorved as 

4 « , 

general counsel for Titan. 

(c) Defendant Robinson has continuously since at least 
1946 engaged in business activities with defendant Faggen, Karoli 
Faggen Associates, Inc., Actuarial Tabulation Corporation, Employ 
Fund Serviced Corp., and Fund S&E Corp. These corporations are 
hereinafter sometimes referred to as the Faggen Corporations. 

4. Defendant Faggen was the sole owner of the Faggen 
Corporations. He had knowledge of the facts hereinafter set 
forth, 

5. On December 2, 1968, Titan entered into an agreement to 
purchase the Faggen Corporationa. The purchase price was payable 
in 4% convertible installment notes for each of the Faggen 


Corporations as set forth below: 


Harold Faggen Associates, Inc. 
Actuarial Tabulation Corp. 
Employee Fund Services Corp. 
Fund S&E Corp. 


Price Paid 
$3,960,000 
$1,000,000 
$ 300,000 


$5,500,000 


6. (a) Titan paid an excessive price for the Faggen 

Corporations. The payment by Titan represented a waste of its 
assets. 
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(b) Titan could net anticipate sufficient income frem / 
the Faggen Corporations to service the interest charges on the 
Convertible Notes. The acquisition was, therefore, an improvident 
one for Titan. 

I 

7. The acquisition of the Faggen Corporations was not the 
result of arm'c-lcr.gth bargaining. Defendant Robinson represented 
Titan and In view of his prior representation of defendant Faggen 
could not and did not adequately represent Titan. The directors 
of Titan relied upon defendant Robinson to represent the best in¬ 
terests of Titan in its negotiations with defendant Faggen. 

8. (a) The directors of Titan were not informed that the 
financial statements of the Faggen Corporations which were used to 
establish the purchase price were unaudited and contained the fol¬ 
lowing caveat issued by the accounting firm of Joseph Warren & Co.: 

"The statement of income and expenses does not 
properly reflect the earnings for the period. The 
income % is overstated because and to the extent that 
the opening balances on an accrual basis have not^ 
been taken into account." 

(b) A reasonable and prudent man, in the conduct of his 
own affairs, would in light of the lack of an unaudited financial 
statement and the cavc.it issued as set forth above have refused to 
purchase the Faggen Corporations or insisted upon a strict war¬ 
ranty from defendant Faggen as to tho correctness of the historic ^ 
financials of the Faggen Corporations.. Titan directors, unaware 
of the fact, chose neither course of action. 

q. (a) At the hoard meeting at which the acoulsitlon of 
the Faggen Corporations were discussed and approved, the board 
was given a schedule reflecting the purported pre-tax net income- 
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of the Faggen Corporation* for the year* 1965 through 1968. Toe 
schedule reflected pre-tax net incone for thi* period, as follows: 


XSSI 

Net Income 

1965 

$380,802 

7966 

$490,754 

1967 

$451,885 

1968 

$571,262 


(b) The aforesaid schedule was false and misleading. The*' 
net Income of the Faggen Corporations for 1965-1968 ss reflected 
on federal tax returns was materially different. The tax returns 
reflect net Income for this same period, as follows: 


XSSI 

Taxable Income 

1965 

$247,223 

1966 

$340,335 

1967 

$232,185 

1968 

$347,601 


10. (a) The Faggen Corporations specialise in actuarial, 

consulting, and computer services to labor management, pension and 
welfare funds. The success of their operations depends, to a 
large extent, upon the services of key personnel. A reasonable 
and prudent man, before purchasing the Faggen Corporations, would 
insist upon long-terr.i employment contracts with key personnel. In 
fact, the key personnel of the Faggen Corporations, except for 
defendant Faggen, were not tied down to long-term contracts. Less 
than three weeks after Titan acquired the Faggen Corporations, two 
key employees left the Faggen Corporations and accepted employment 
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with a competitor. These key employees diverted to the competitor 
of the Fasten Corporations a substantial part of the Faggen 
Corporations' business. 

(b) Defendants Robinson and Faggen failed to inform 
Titan's directors that key personnel of the Faggen Corporations 
were not under contract with the Faggen Corporations and either 
knew or should have known that the departure of these key em¬ 
ployees could seriously impair the operations of the Faggen 
Corporations. 

11. Titan and its directors were misled and deceived by de¬ 
fendants Robinson and Faggen, who knowingly or with reckless dis¬ 
regard for the consequences, failed to adequately Inform them of 
the uncertainties and risks involved in the acquisition of the 

a 

Faggen Corporations and their true worth. The failure of defend¬ 
ants Robinson and Faggen to inform Titan's directors of these 
facts constituted a fVaud and deception upon Titan. 

12. The clroumstances surrounding the acquisition of tne 

Figgon Corporations were falsely described to the Titan share¬ 
holders. In proxy solicitation material dated May 1, 1969 (Proxy 
Statement), It was stated that: , 

"The amount of Convertible Installment Notes delivered 
to Mr. Faggen was arrived at as a result of arrns- 
length negotiations between the parties, with each 
side separately represented by counsel, based upon 
the financial condition and past earnings history, 
and after a thorough Investigation of the business 
and assets of the companies acquired from Mr. Taggon." 

13. The Proxy Statement was false and misleading. The ac¬ 
quisition of the Faggen Corporations was not based on "arm's- 
length negotiation" nor upon accurate or reliable financial 
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statements which reflected the "financial condition end peat 
earning* history'' of the Faggen Corporation*, nor va* there a 

"thorough Investigation of the business and aaaeta" of the Faggen 

• < . # 

Corporations. 

' •» 

U. The us* of the fala* and nlsleadlng Proxy Stateoent 

constituted a fraud upon Titan and Its shareholder*. 

* • * 

COUNT TWO 

15. Plaintiff reallege* Paragraphs "l" through "14." 

16. On or about August 22, 1962, Titan, then known as The 

Futterman Corporation, entered Into an employment agreement (the 

Employment Agreement) with defendant Robinson. The Employment 

Agreement fixed defendant Robinson's compensation at $30,000 

from August 22, 1962 tu December 31, 1962 and thereafter at the 
* • • • • 
annual rat* of $30,000 through December 31, 1967. The Employment 

Agreement also granted defendant Robinson a five year, restricted 

stock option on 50,000 shares of Titan's common stock at $7.50 per 

share. Defendant Robinson, in turn, was obligated to "use his 

best efforts to promote the Interest of [Titan)" and not to en- 

k 

gage in any activity which conflicts with "his duties and respons- 
ibilities" to Titan. 

17, On or about January 1, 1967, the Employment Agreement 
was amended. The amendment extended the termination of $he 
Employment Agreement from December 31, 1967 to December 31, 1970 
and increased defendant Robinson's compensation from $30,000 to 
$50,000. In addition, the amendment obligated Titan to pay to 
defendant Robinson, or in the event of his death to his estate or 
designee, at the termination of defendant Robinson's cr.ployr.enw, 
the sum of $2,083.33 per month for a period of time equal to the 
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time defendant Robinson was employed by Titan beginning with /; 
November 1961. All other terms and provisions of the Employment 
Agreement remained effective. 

18. (a) In the years 1964 through 1968, defendant Robinson 

• received compensation from Titan, as follows: 

• • 

3£«.".r. Amount 

1964 $45,000 

l9fi 5 $45,000 

1966 $80,000 

1967 $60,000 

, 1968 $60,000 

(b) Defendant Robinson should not have received more 
than $30,000 per annum from 1964 through 1967 and no more than 
$50,000 for 1968. The excess paid to defendant Rjbinson by Titan 
was unlawful, was without consideration, and constituted a gift 

and waste of Titan's assets. 

% 

19* Defendant Rooinson has not used his best efforts to pro¬ 
mote the interests of Titan nor has he refrained from engaging in 
activities which conflicted with the best interests of Titan, as 
hereinbefore set forth. Defendant Robinson's failure to perform 
in accordance with the Employment Agreement entitled Titan to re¬ 
cover from defendant Robinson all compensation paid by it to him. 

• i 

WHhRM0.<E, plaintiff prays for Judgment, as follows: 

(a) Rescinding the acquisition of the Faggen Corporations by 

Titan; • 

(b) Assessing damages against defendants; 
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(c) Requiring defendant A obinson to account for all 
paet compensation paid by Titan to him; 

i 

(d) Cancelling and declaring null and void the Employ 


nent Agreement; 


(•) Awarding punitive damages against defendants in 


the amount of $5 million; 


(f) Taxing the cost and expanse of this action against 
defendants, including a reasonable attorneys and accountants fee 


(g) Such other and further relief as to this Court 


may be Just and proper. 


SIDNEY B. SILVERMAN, 
Attorney for Plaintiff 
233 Broadway 
New York, N. Y. 10007 
267-6370 


ft*' 
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*? 

Memo D. G. Hatcher, Jr. 

I Inquired of Joe Levine; as to whether any records existed 
which Indicated the amount of time and expenses Incurred by Individual 
client for any of the companies acquired from Mr. Faggen effective 
10-1-68 and he Indicated that he had never seen any such records and 
If they did exist that he would not know where to begin to locate them. 

I also inquired as to the existence of general ledgers for 
Employees Fund Service Corp. and Joe indicated that to the best of his 
knowledge only worksheets were prepared on this company and that such 
worksheets (which indicated the transactions of the company for each 
of its fiscal years) were probably In the files of Joseph Warren and Co. 

Since the details of time and expenses Incurred either do 
not exist or unable to be located, it would not be possible to prepare 
full accrual basis financial statements on the companies acquired from 
Mr. Harold Faggen for their respective fiscal years ending in 1965, 196b 

1967 and 1968. 

Arthur S. Brandenburg 


4/27/72 


To the best of my knowledge the above 
Is correct. 


J. Levine 
4/27/72 
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4 



In October 1966. the affiliated companies representing 
the Harold Faggen actuarial organization were 
purchased to' convertible subordinated debentures 
These firms have been engaged in providing 
actuarial, consulting, and computer services to multi¬ 
employer pension funds and welfare funds This division 
will seek to expend its actuaral activities into the cor¬ 
porate field, as well as to otti ata processing services 
to existing clients in a wide variety of programs 
in order to expand the computer capabilities of the 
firm, the existing IBM 360 card and disc system will be 
supplanted by a larger IBM 360 card, disc and tape 
system in late Spring 1969. In February 1969. the divi¬ 
sion employed as Vice President-Data Procesaing, 

Mr Garson Heller, formerly manager of data proceaaing 
for the chemical division of one of the largest U.S. 
petroleum firms. 


8 




* • 













LOCATION 

NAME 

TYPE Of EQUITY 

SIZE 

Office Buildings 

Akron, Ohio 

Ohio Building 

Faa ownership 

128,000 sq It ' 

Delta. Texas 

Blue Croat Building 

Fee ownership 

191,000' 


Indianapolis, Ind 

Muma Mansur Building 

Leasehold 

140.000 


Milwaukee Wise 

Bockl Building 

Fee ownership 

165,000' 


Oklahoma City. Okla 

Patrolaum and Industry 
Building 

Fee ownership 

21.000 


Shreveport, La. 

Patrolaum Towar 

Ownership of bldg, on 

leased land 

146,000 


Tulsa, Okla 

Shall OH Building 

Fee ownership 

106.000 


Apartment Buildings 

Los Angeles. Cain. 

Highland Village 

Fee ownership 

146 apartments 


New York. N Y. 

Park Drive Heights 

Fee ownership 

746 


Seattle. Wash 

Orosvenor House 

Leasehold 

300* 


Washington. D C. 

Bamaby A High Point 

Fee ownership 

336 


Washington. D C. area 

Glastmanor 

Fee ownership 

812 


nwW1B"9nwlwl e 

Akron. Ohio 

Akron Tower Motor Inn 

Fractional interest In lee 

196 rooms 

Arlington. Va. 

Arva Motor Hotel 

Fee ownership 

131 


Athens. Oa. 

Key to America Inn 

Leasehold 

67 


Atlanta. Oa. 

Air Host Inn 

50% interest in leasehold 308 


Atlanta. Oa 

Sky Host Inn 

29% interest in lee 

100 


Binghamton. N.Y. 

Colonial Motor Inn 

Fee ownership 

142 


Chicago. III. 

Mid America Inn 

Leasehold 

100 


Denver. Colo. 

Centre Denver Motor Inn 

Fee ownership 

138 


Indianapolis. Ind 

Marott Hotel 

Leasehold 

500 


Lansing. Mich 

Riverside Manor Hotel 

Fee ownership 

145 


Norfolk, Va. 

Golden Triangle Motor 
Hotel 

Fee ownership 

361* 


Orlando. Fla. 

Parliament House 

Motor Inn 

Fee ownership 

120 


Troy. Ohio 

Troian Motor Inn 

Leasehold 

60 


Washington. D C. 

Dupont Plaza 

Leasehold 

320 


Leisure-Oriented 

Shasta County, Calif 

Shasta Acres 

Fee ownership 

12.000 acres 

Real Estate 

Madera County. Calif 

Yoeemite Lakes 

Fee ownership 

6.500 acres 

Palm Beech County. 

Mobile Home Park Site 

Fee ownership 

138 acres 


Florida 





Construction Sites 

Ballpen. Long Island. N Y. 

Tract lor development 

50% interest in lee 

604 acres 


Medford. Long Island. N Y. 

Tract lor development 

50% interest In lee 

160 acres 
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UStami (Gawpuiqp, Urn®. 



(D®mT®ai]M©s 


AuiU 


1968 


Cash.$ 3,383,000 


Marketable securities, at cost (market value $1,366,000). 1.244,000 

Notes and accounts receivable less allowance for doubtful accounts. 4,542.000 


Mortgages receivable ($3,016,000 collected in January 1969). 5,236,000 


Investments in and advances to jointly owned companies (note 2). 2,014,000 

Properties and equipment, at cost (note 3): 

Land held tor development and resale. 1.868,000 

Land and improvements. 6,928,000 

Buildings and improvements. 43,856,000 

Leaseholds and improvements. 3,533,000 

Furniture and equipment. 4,329,000 

60,514,000 

Less: Accumulated depreciation and amortization. 18,006.000 

Reserve for estimated decline in value. 1,990,000 

19,996,000 

Net properties and equipment. 40,518,000 

Prepaid expenses, deposits, taxes and other deferred 

charges and sundry other assets. 2.861.000 

Excess of cost over equities in companies acquired (note 1). 4,718,000 


SH iccompihytf^ *•«•$ 10 financial 

m 


1967 

S 1,515.000 


4 , 991,000 

2 , 215.000 

946.000 


11 . 130.000 
56 . 639.000 
3 . 865,000 
3 , 969.000 
75,8 03 00 0 
19 , 997.000 


19 . 99 7,000 

55 . 806.000 

2 . 807.000 

479.000 


$64.518,000 $ 68 , 761,000 
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OtcifflMr 31. IMS wilt* comparative figures elOecem«>er31,1967 


Llabilltlee and Stockholders’ Equity 


1966 t9»7 


Note* payable (not* *)'■ 

. ‘ . . f 2,750,000 ! 
. . . 2,223.000 

4,973.000 

5 3,035.000 

1,722,000 

4,757,000 


. . . . 5.785,000 

5,898,000 

Provision tor Federal income taxes (note 5): 

80,000 

. . . . 920,000 

- 

Deposits, deterred credite end miecellaneoue liab.iities. 

. . , 1,266,000 

1,748.000 

Mortgage notes payable (note 6).. * 

. . . . 32,841,000 

45.191.000 

4% subordinated convertible installment notes (note 7). 

. . 5,500,000 

- 

51,365.000 

57,594,000 

Stockholders' equity (notes 7, 8): 



Preferred stock, par value $6 per share, 



authorized 2,000,000 shares, none issued to dele. 

.... 


Common stock, par value $1 per share, authorized 6,500,000 shares, 
issued 3.751.407 shares (3,689,807 shares in 1967). 

.... 3,751.000 

.... 13.211,000 
. . . (3.586.000) 

13,376.000 

3,690.000 

12,803.000 
(4 942 000) 

11,551.000 

Deduct cost ot 27,250 shares ot common stock held 

.... 223.000 

.... 13,153,000 

384.000 

11,167,000 


$64,518,000 

$68.761.000 

g»i— :- 
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TStam (Gapouqp, lime, 


STIiiSffliiMwtfifSS! 


CdDimipsiiMes 

Consolidated Statement of Income (Lou) and Retained Earnings (Deficit) 


For The Year Ended December 31, 1988 with comparative figures lor 1967 1988 

Income: 

Operating income from properties.$19,885,000 

Insurance and actuarial service revenues. 2,826,000 

Interest and other income .. 590.000 

23,101,000 

Deduct: 

Operating coats and expenses. 13.644.000 

Real estate taxes . 1 ,943,000 

Interest and related expenses. 2,474,000 

Leasehold and ground rents. 2,054,000 

Depreciation and amortization of properties and equipment. 3 . 211 .000 


Administrative and corporate expenses. 511 ,000 

Federal income taxes (credit) allocated to operations-net. (415,000) 

Other expenses. 247,000 

23.669,000 

(568,000) 

Net gam on disposition of assets less applicable Federal income taxes — 

1968, $1.325,000: 1967, $420,000 (note 5). 3,377,000 


$22,343,000 

1,917,000 

_340600 

24,600,000 

13,898,000 

2 , 111,000 

3,184,000 

2.126,000 

4.038.000 

410,000 

(420.000) 

J85.000 

25.632.000 

(1,032,000) 

221,000 


Income (loss) before extraordinary items. 2,809,000 

Extraordinary hems — add (deduct): 

Provision for decline in value of properties less applicable 

Federal income taxes of $547,000 . ( 1 ,443,000) 

Additional provision for claim costs related to an insurance subsidiary 

discontinued in 1967 less applicable Federal income taxes of $ 200,000 .... ( 200 , 000 ) 

Benefit from Federal income tax loss carry-forward. 190,000 

(1.453,000) 

Net income (loss). 1,356,000 


2,809,000 (811.000) 


(811,000) 


Retained earnings (deficit) at beginning of year. (4,642,000) (4.131,000) 

Retained earnings (deficit) at end of year.$ (3.586.000) $ (4,942,000) 

Earnings per average share of common stock outstanding: 

Income (loss) before extraordinary items. $ 76 $ ( 23) 

Extraordinary items. ( 39 ) _ 

Net Income (loss). $ 37 $("23) 


•rcomptnying not** to 1.n*nci*l •t«f*m*nt* 


n 

























* 
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C®ini§(C)fli(flsr(l®d 



Consolidated Statement of Paid-In Surplus 


For The Year Ended December 31,1 MS with comparative figure* lor 1 967 
Balance at beginning of year. 

Add restoration of reserve for options issued 

In connection with stockholders' suit. 

Balance at beginning of year - as restated. 

Add (deduct): 

Excess of exercise price over par value of 6 1 .300 shares of 

common stock issued under stock option agreements. 

Excess of reissue price over cost of 50.000 shares of 

common stock sold from treasury. 

Excess of agreed value over par value of 20.000 shares of common 
stock issued in connection with joint venture sgreement .... 
Provision under terms of lawsuit for adjustment of issue price of shares 
issued in a prior year in connection with acquisition of property 

Balance at end of year. 


1968 

t967 

$12,803,000 

$12,065,000 


778.000 

12.803.000 

l2.843.0db 

383.000 

- 

25.000 

- 

- 

100,000 

— 

(140 000) 

$13,211,000 

$12,803,000 


Consolidated Statement of Source and Application of Funds 


For The Year Ended December 31,1966 

Source of Funds: 

Net income. 

Charges to income not requiring current cash outlays: 
Depreciation and amortization of properly and equipment 
Provision for decline in value of properties .... 
Book value of assets sold net of encumbrances ... 
4% subordinated convertible installment notes ... 
Exercise of stock options and sa'e of treasury stock . . 

Application of Funds: 

Mortgages receivable acquired upon sale ol properly 
Acquisition of corporations and minority interest . . . 
Properly and equipment additions and replacements 

net of mortgages at acquisition dates. 

Advances to jointly owned companies - net. 

Payments in reauction of mortgsges. 

Other items—net. 


Sot mmumima otim »luwneiai •itiOTwmi 


1968 


S 1.353.000 

3.211,000 
1,990.000 
2.645.000 
5.500.000 
745,000 
ilS.447.000 


S 2.979.000 
5.872.000 

2,894.000 

1.318.000 

1.764,000 

620.000 

iiS.44r.boo 


n 
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RIotes to 


<C®as®Md!ffl)lied 



1 Betts ot Consohdehon 

The consolidated financial statements include tne account* of T»tan Group. 
Inc and its subsidiaries all of wh*ch a'* wholly owned A minority 
•ntaraat bald prior to January 1. 1909 was acquired by tba Company at 
of tbaf data 

At of October 1.1996. tba Company acquirad aH tba outstanding capital 
stock of tba tour companies composing tba "Feggen Group for 4% 
subordinated convertible installment notes m tba aggregate amount of 
tS 500 000 (saa note 7 for description) Tba transaction has bean 
accounted for as a purchase 

E »ce«s of cost over equities in companies acquired as shown on tba 
be'a nee sheet includes tba acquisitions referred to above Tba excess it 
not being amortised smee m tba opmton of management tba value of tba 
investments supports tba carrying costs thereof 

All significant inter-company items have been eliminated m consolidation 

2 Investments in and Advances to Jointly Owned Companies 

Tba Company t investments m tia lomtiy owned companies are stated at 
cost lass cash distributions received Tba investment m one company baa 
been fully recovered and income is credited as further cash distributions 
are received As of December 3t. i960 boos equity was approximately 
$66 000 lass than the net investment The Company's proportionate share 
of net income tor tba year ended December 31 1966 aggregated $92,000 
after depreciation and amortization charges of tt36.000 

Under agreement of Oecemper 13 1966 the Company loaned to s 
jointly owned company $1,000 000 in 1966 and $300,000 ill January 1969 
The loans bear interest at 6% mature on December 3t. 1971 and are 
secured by a security interest in shares bald by co-venturers 

in the opinion of management, no losses will be sustained on these 
investments 

J Properties end equipment 

Substantially a<f land and buildings are pledged to secure mortgage 
indebtedness 

Properties and equipment are being depreciated over thou useful lives 
or amortized over then lease terms where last than useful lives Useful 
lives are generally as follows land improvements 10 to IS years, buildings 
and improvements t0 to 40 years furniture and equipment. S to 10 years 
Lsasehofds and leasehold improvements are being depreciated or amor¬ 
tized over periods of 10 to 30 years Depreciation is computed principally 
on the straight line basis. 

No value has been included m the Company s statement for throe 
operating leases held on properties previously owned m fee Based on 
independent appraisals and projected cash flow earnings management 
has estimated the value of me leaseholds to be m eacs.t of $2.500 000 
at of December 31 1966 

A reserve o» f 1 990 000 (befora Tedersi income teats of $547,000) was 
r*iab» »ned at of December 3». 1966 to reflect management s estimate of 
me decline m value of five propert.es The sate of three of these properties 
•S P’esemiy under contract or being negotiated Future depreciation 
m.ii jrs will be computed on me basis of the revised carrying values 
of me properties 


4 Noras Payaom 

Total 

Currant 

Long-Term 

Banks 



Secured 

$1 033 000 

$ 363 000 

$ 650 000 

Unaecu.ed 

1.717 000 

1 600 000* 

117000 

Om#t 

$? 750 000 

$1 963 000 

» 767 000 

Secu'td 

$1 ?ft 2 000 

$ 057 000 

$ 405 000 

Unsecured 

961 000 

477 000 

404.000 


$2 223 000 

$1 334 000 

1 669 000 


The over all effective interest rate on notes payable exclusive of non¬ 
interest bearing notes aggregating $115,000. n 6 35% 

A note payable of $950,000 >s secured by real estate mortgages receiv¬ 
able earned on tba boost of me Company at December 31 1966 m me 
amount of $1 493 000 Other notes payable are secured principally by 
chattel mortgages on personal property prepaid insurance premiums and 
cash surrender value of life insurance Notes aggregating $673,000 at 
December 31.1966 have been issued m connection with acquisitions of 
companies 

5 federal income faces 

The Company intends 10 elect for Federal income to* purposes me 
installment method of account.ng for reporting a substantial portion of me 
1966 net gam from me disposition of assets For me purpose of financial 
reporting, me full amount of me gams has been reported m t$66 Provision 
for Federal income taaes of $650 000 applicable 10 the gam 10 be reported 
m tba 1966 tas return is offset m its entirety m me 1966 financial state- 
men.: by current year operating losses and carry-forward of losses from 
pnor yea.: Although carry forward losses of sopoaimatefy $1,400 000 
remain after ..'duenon for 1966 taxable income provision has been made m 
the >966 finencik' statements for taxes of $675,000 applicable 10 the 
gam to be report*0 m post-1968 tea returns smee under certain circum¬ 
stances the benefits cf us mg alternative tax computations may be greater 
than the benefits available tiom applying carry-forward losses Consoli¬ 
dated t*« returns f.ied by me Company and .is subsidiaries have been exam- 
ned by me internal Revenue Service through December 31. 1962 
Corporations compnsmg me Fsgger. Croup have filed separate 
Federal mcome taa returns through December 31 1966 Appropriate pro¬ 
vision has been made for their asi.maied tax liability. The separata tea 
return of me principal company has been e*ammed by me Internal Revenue 
Service for ail years through June X 1967 The separata tea returns of 
me remaining corporations are subject to review for venous pa nods 

6 Mortgage Notes Payable 

As of December 31.1966 mortgage notes payable provide for installment 
and maturity payments as follows 



Installments 

Balances 

due at 
Maturity 

Total 

1969 

$ 1 923 000 

$ 375 000 

$ 2 299.000 

1970 

2001 000 

— 

2 001.000 

1971 

2.109 000 


2 109 000 

1972 

2.194 000 

— 

2 194 000 

1973 

1.739 000 

— 

1.739 000 


1 9 994 000 

$ 375000 

10^329.000 

1974-1995 



22 512 000 

Balance December 31. i960 


$32,941 000 


interest rates range from 3%% to 6% with an over all effective rate 
of 5 5% 

The mongagas are secured softly by me mortgaged properties or are 
obi.gai.oot of subsidiaries except for mortgages aggregating $5 660.000 
tor which Titan Group Inc is liable as maker 


* includes $1 500 000 of genersi purpose loans all of which wart pe*d 1 
January *969 


M 
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to 000 matot ot common .toe. at mamot value. nowovor. mo totm* 
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Not** continued 


•mp«oym«fit egi—m*tn with Mr. B*-*mm M RofrhMn Ch#,rm«n 
•* th« Board provide tor ppynwnt of US 000 ppr a**/** commoncinp wtth 
tha larmmatioo of hit •mpiovm#M »uch amount to ba payabta to fwm 
hta daarpoaaa or aatata far a par.od apwat to tha numb* of mo.nht at h.» 
•mploymqnf from NOvampar IfBt 

Corporatiooa competing feggen Group which wara acpwtrad 
bv tha Company aa at Octobar t 13M r.**a non contributory panaron 
plant m affact covormg tubttant.aiiy an than ampftyaaa Tha plant 
hava boon fondad by contnbutiont mada to Truttaaa on tha battt of 
actuarial datarmmanont Aa of Dacambar 31. 1969 an »attad banahta • • 
fulfy fundad 

to Leeee Obhgeitont 

Tna Company and itt tubtrd.anat ora obiipatad wndar tonp-tarm laatat 

which Currantly provide tor batrc annual rantplt app'a«at.ng »i $51 748 of 
which tf 4?7.otO >t payabia by tubtid«ary rompamat Titan Group Inc 
hat guarantaad for tha thraa yaar panod andmg Dacambar 31 1971 rental 
payrnantt of 840 000 par an mm payabia by a tubtrdiary Maximum 
annual banc rentalt and a»pnjt»ont under tha laatat ara tummaniad 
balow with tha number of applicable laatat mdicaiad paranthatreafty 


lipi'ftlOft 

0»t*4 

Cemeany 

Subtidiar** 

1969 

8 - 

8 8 395(31 

1871 

— 

13 000(1) 

1873 

— 

39 334(1) 

1874 

58 6360) 

35 018(1) 

1878 

— 

370,350(3) 

1861 

48 000(1) 

• 

1983 

— 

•a soon) 

1966 

30 000(1) 


1994 

— 

100 000(1) 

1996 

«■ 

944 935(3) 

Sub**qu*ni 
to 3000 

• 10012) 



8144 738(5) 

91.596 330(12) 


Certain laatat require payment of real aetata ta»a» and other chargat 
and additional rantaie bated on taiet 

ft L'tigetion end Contingent Ueb*UUt 

a) The Company it engaged m vanoue litigation of a nature incidental 

to itt butinett It it not anticipated that the Company will be liable for any 
material amountt 

b) The Company hat guaranteed to the extant of It 500 000 tha payment 
by an mturance aubtidiary of ati eumt to oecoma due to two mturanca 
compamae under agency agreements including if any loatat from ciaimt 
m axcatt of reserves attabtithed from operations Operations of the 
subsidiary ware discontinued m 1987 Aatarva balances at December 81, 

1968 ware adequate in the opinion of management 

c) The Company it liable under a mortgage on property sold under a lease 
been agreement m 1966 to the extant the mortgage exceeds 83.750 000 Aa 
of Decamber 31. 1968 mo mortgage balance was 83 350 000 

f? Subsequent fvenrt 

a) Pursuant to contract of December 3 1968 me Company acquired certain 
land m January 1969 lor 8330 000 

b» On Marrh 17. 1969 me Company acquired two properties at a coat 
of 8450 000 above existing mortgages of 83.000 000 


Accountants' Report 


Tha Board ol Directors and Shareholder* 

Titan Group. Inc.: 

Wa have examined the con»ohdated balance sheet ol Titan 
Group. Inc and subsidiary companies as ol December 31. 
I960 end the related consolidated statements ol income (loss) 
and retained earnings (delicti), paid-in surplus and tha con¬ 
solidated statement ol source and appliceiton ol funds lor the 
year than ended Our examination was mada m accordance 
with generally accepted euditmg standards and accordingly 
included such tests ol lha accounting records a"d Such ether 
auditing procedures as wa considered necessary m me 
circumstances 

In our opinion, the accompanying consoiidaiad balance 
sheet and consolidated statements ol income (loss) and 
retained earnings (deficit) and paid-in surplus present fairly 
lha financial position ol Titan Group. Inc and subsidiary . 
companies at December 31. 1968 and lha results ol thalr 
operations tor the yaar then ended in conformity with gener¬ 
ally accepted accounting principles applied on a basis con¬ 
sistent with that ol lha preceding year Also, in our opinion, tha 
consolidated statement ol source and application of lunda 
presents teirly 'he information shown therein 

FEAT. MAAWICK. MITCHill 4 CO 

New York. New York 
March 21. 1969 


1(3 
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HAROLD FAOOBN ASSOCIATES. INC. « * o a o w a y 

NEW YONK, N. Y. IOOOS 

4T7-IIM 

' « • 

January 18, 1972 


Touche Rors & Company 
1633 Broadway 
Hew York, Hew York 

Re: Harold Faggen Associates 

Employees Retirement Elan 

Gentlemen: 

1 

Reference is made to your request for information dated January l4, 1972. 
Bince the valuation of the Pension Plan is made each year as of the an¬ 
niversary date on the basis of salary rates as of the first day of the 
calendar year, the current valuation cannot be completed until after ne¬ 
gotiations with the Office Employees Union are concluded. All information 
Is, therefore, based on the valuation which was made as of January 1, 1971* 
unless otherwise noted. Your questions and our replies follow: 

1. Description of Employee Groups Covered - all employees, 

. with the exception of the Pharmacists, are covered on 

the January 1st following completion of at least six 
months of continuous service. 

2. Date as of which computations were made - January 1, 1971. 

3. Number of employees in computations - 4l as of January 1, 

1971; 60 as of January 1, 1972. 

4. (a) Actuartally computed value of accrued benefits - $201,OCX), 
(b) Actuartally computed value of total benefits - $797,293* 

9. Pension Fund Net Assets are carried at book value which 

amounted to $532,727 on December 31* 1970. The market value 
on that date was $526,549. 

6. Current service cost for 1971 was $18,785*00. There is no un¬ 
funded liability for past service. Under the entry age frozen 
initial liability method of funding, realized gains or losses 
are spread over the future work life of the employees. The 
amount to be funded currently has not yet been determined. 
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HAROLD FAOGEN ASSOCIATES, INC. 

Touche Ross & Company January 18, 1972 

- 2 - 

7. Changes in actuarial assumptions - none. 

8. Changes in plan provisions - none. 

9. Changes in funding policies - the valuation as of January 1, 
1971 was calculated by the entry age normal method. Prior 
valuations were calculated on unit credit method. 

A copy of the valuation report as of January 1, 1972 will be furnished, vhen 
available. 

Yours very truly, 

Basil Castronvlnci 
Vice President - Actuary 

BC:jr 


OIEIU 153, AFL-CIO 
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f\ET. 


IAROLO FAGOEN ASSOCIATES. 


INC. 


NBW TOIIIC. **• T. IOOOH 
477.AIM 


November 30, 1972 


Mr. Stanley L. Adelstein 
Burke, Haber & Berick 
15th floor 

Central National Bank Building 
Cleveland, Ohio M*ll4 

Bear Stan: 

Z have enclosed the following items: 

Form U 576 

Form 1*573 . . . 

Exhibit A (to be attached to amendments;. 

In completing Form 1*576, Ted Ferrara and I are both questioning why 
this fora is needed at all. In the past, where we have filed with 
IRS. we have only had to indicate that there was a successor funding 
agency and that all participants' accrued balances were fully vested. 

The Manhattan District Office would accept this and not consider the 
Flan a termination. Be that as it may, we have completed the form 
for your use. 

Exhibit A contains all the persons who were participants on n ° v f*’ c *’ 1 * 
1972, including the two participants who have terminated and had ful¬ 
filled the vesting requirements. One of these employees is *->ol Tabor. 

For your information, I have been led to believe that this employee was 
involved in litigation with Titan Group, Inc., and a decision was made, 
by Counsel for Titan, not to pay cny pension to him. It would appear 
that if ve were to include him on Exhibit A, then we ere consenting to 
pay him. I have asked Suzanne Geiss of Titan Group, Inc. to dete ^J® 
what the settlement agreement between Titan and Sol Tabor was, and vhethe 
or not he had waived any right to hi3 pension. 

I have listed below all the answers to the remaining questions you have 
had: 

1. The effective date that Titan Group, Inc. acquired 
all of the stock of Harold Faggcn Associates, Inc. 
was December 2, 1968. 

2. Harold Faggen is still serving as Trustee of the 
Trust Fund. 


/ 
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HAROLD FAGGEN ASSOCIATES. INC. 


Mr. Stanley L. Adelstein 

Burke, Haber & Bcrick November 30, 1972 

- 2 - 

3. There is no unfunded liability in the Fund, neither 
for the union nor the non-union participants. 

There is another division of Titan Group, Inc., called Actuarial Tabulating, 
which has a Pension Plan with two participants - Harold Faggen and Rose Dogan. 
In 1968 , after the sale to Titan, contributions ceased to this Plan. We have 
no other details as to the nature of this Plan, and only offer this informa- • 
tion at this time for your consideration in filing with IRS. 

If you should need anything further, please do not hesitate to call me. 

Sincerely, 


Basil Castrovlnci 
President 

BC:Jr 

enc. 

cc: Mr. Robert James Frank el 
Ms. Suzanne Geiss 


OPEIU 153, AFL-CIO 






1 -v,' 'W : • v - ; .. i Y v • 
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HAROLD FAOOKN ASSOCIATtS. INC. 


EXHIBIT A 




[ Values M of No vember l t 1972 

’ In 

en Angftftlates . Inc. Retire ment Plan 


Wnn-imlon Participants 


Irwin Berger 
Basil Castrovinci 
Oliva Cole 
Ray Dodd 
Rose Bogan 
Harold Fcggen 
Theresa F—.'has 
Theodore Ferrara 
Myma Fiore 
Joan Kennedy 
Jane Kieman 
David Kulberg 
Howard Kutner 
Joseph Levine 
Marilyn Lieberman 
Jonathan Miller 
Arnold Perlmutter 
Burt Rond 
Roger Reyes 
Jeannette Sautter 
Leroy Singletary 
George Sinks 
George Stevrart 
John Trillas 
Bert White 
Ransom Widner 
Rupert Williams 


• Sol Tabor 


)PEIU 153, AFL-CIO 
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i TITAN GROUP. INC. 


October 5, 1971 


Irell & Manella 
Gateway East Building 
Suite 900 

Century City, Los Angeles, 
California 90067 


ROBERT JAMES FRANK PL 

CHAIRMAN OP THE BOARD 
CHIEF EXECUTIVE OFFICER 


Attention*. Mr. Ed Kaufman 

Re: Harold Faggen 

Our file RJF #185-55 b 


Dear Ed: 

Thank you for meeting with me on Wednesday, September 29, 1971, and 
for your kindness in discussing the Harold Faggen situation. 

One Item is of particular concern and might bear your consideration 
prior to our meeting in New York on Monday, Octobar 18th. It would 
be desirable for us to have detailed Inquiry as to the basis for the 
evaluation of Faggen's corporations resulting in the payment to him 
of $5,500,000 of convertible 4% debentures. 

We shall be advised as to who made that determination and whether or 
not there was some sound basis for the fixing of the purchase price, 
such as the value of the assets owned by Faggen's corporations, the 
amount of liabilities offset, the then-current earnings, the projected 
potential earnings, the then-investment view of interest in data pro¬ 
cessing and similar companies (earnings multiple), as well as the then- 
present value of 47. restricted marketable debentures payable in annual 
installments, commencing in June 1974 of $1,100,000 each. 

Your review of the above and any documentary information which would 
support the evaluation would be appreciated. 


RFJielb 

cc: Al. Kendls 

Sid Silverman 


Sincerely, 

TITAN CROUP, INC. 



By: Robert .Janies Frankel 

Chairman of the Board and 
Chief Executive Officer 


1325 INWOOD TEnRACE.FOHT LEE. NEW JE 3 .3£Y 07C24 '2C» 30-7134 
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NOTICE AND CALL FOR SPECIAL MEETING 

OF 

THE BOARD OF DIRECTORS 
OF 

✓ TITAN GROUP, INC. 


222 Executive Pork 
Louisville, Kentucky 40207 
October 5, 1971 


TO: Mr. Harold Faggen 

HAROLD FAGGEN ASSOCIATES, INC. 
8S3 Broadway 

New York, New York 10003 


PLEASE TAKE NOTICE, pursuant to call of the Chairman of the Board, 
that a special meeting of the Board of Directors of TITAN GROUP, INC. 
will be held on Tuesday, October 19, 1971, at 11:00 AM, E.P.S.T., 
at the office of Sovereign Construction Company, Ltd., 1325 inwood 
Terrace, Fort Lee, New Jersey, for the purpose of transacting business 
that may properly come before such meeting. 

No further notice of this meeting will be given. 


TITAN GROUP, INC. 


President 
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months urntca *>*•••/« 
vt%Ci 

*iv«M M ««r Mrtift 

• AVif « K«w'M*« 

•iohi m r io«h*hi>o 

WACOM I MOtC**»AUM 
WWtCtk l 

wo'.tf-M r. otmicm 
TMm*6 a MCAMrr.w* 
t.wm» 


law orricts of 

Burke, Huber Berielc 

FirrtCNTH noon 
CENTRAL NATIONAL DANK SUILDING 


• OACAf 0 ObVlN 
ONUCC ; chi 

Nuo i cwoo 


CLEVELAND.OHIO 44114 


Caoi 


|t«C) >71-00 0 


1A«OCOCC • «IF»C*M4» 

otCMAMo a cou«r• 

AmVmomm^ OIVCOCOC 
WOMO w wall am 


November 4th, 1971 


TO THE DIRECTORS OP 
TITAH CROUP, INC. 


a Enclosed herevith you will find a copy of the 
Minutes of a Special Meeting of the Board of Directors 
which took place October 19 th, 1971 i n Port Lee, New 

J6T86y# 


a, . a The enc ^ osure referred to above is being 
naiied to you in Mr. Kcndie • absence. lie is presently 

the country and not expected to return until the end 
of the nonth. If you should have any questions or consents. 
I am certain he will give then his prompt attention upon 
nis return# 



AMKendis/pJt 
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MINUTED OF A GTECIAL MEETINC OF THE 
BOAUn OF DIHECTOHS OF TITAN 
CROUP, INC., held on October 
19 , 1971 the offices of 
SOVEREIGN CONSTRUCTION CO., LTD. 
1325 Inwood Terrace, Fort Lee, N.J. 
_at 11;15 Q.n. 


. Robert James Frankol, Chairman of the Board of 

Directors, chaired the meetinc and requested Alvin M. Kendis to 
act as Secretary of the meeting and to record the minutes 
thereof. A quorum of the Directors was present, namely: 

Robert James Frankel 
George F. Duthic 
Ronald Rosenfeld 
Herzl Mendelsohn 
Benjamin M. Robinson 
^ Aron Drost 
Jack Farley 
Alvin H. Kendis 

Harold Faggen was absent from the meeting. 

Also present by invitation were Daniel G. 

Hatcher, Financial Vice-President and Treasurer of the Company 
and Ollie Windhorst, Sr. 

The Chairman requested the Secretary of the meeting 
to cause a copy of the Notice of Meeting and the Affidavit of 
Mailing thereof to be annexed to and made a part of these 
minutes. 

The Board unived reading of the minutes 
of the Special Meeting of Directors held September lUth, 

1971 . Mr. Robinson requested a modification of certain language 
in the minutes os circulated and a written request from Mr. Faggen 
relative to a change in reference to his participation in a 
portion* of the meeting was considered. Mr. Kendis, as acting 
Secretary of the Meeting of September l4th, 1971, acquiesed _ 
in the requested changes and upon inquiry, no Board member 
objected to such changes. Accordingly,, the Secretory of the 
meeting vns Instructed to make the changes and to circulate 
corrected copies of the minutes. 

On motion made, seconded and vote being taken, 

Mr. John 0. MacAycal was elected on Assistant Secretory of the 
Company to serve in stich office until the first meeting of the 
Board of Directors,following the next annual meeting of share¬ 
holders and until his successor is duly elected and qualified, 
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Ml milt* ii of ii Special Mooting 
of the hoard ol Dlrectora of 
Titan Croup, Inc., held 
October 19 , iyyi 


Poe® 2 


and Ilona Id Rosenfeld was dccl C nnted Executive Vlcc-Preoldcnt of 
the Company In lieu of hie former title of Vice-rrccident. 

, .. w Thc ch *' , l r,110 n reported that Mr. Hatcher had 
furnished the historical information requented at the last 
meeting of the honrd of Directors relating to salaries “5 
compensation previously paid the principal officers of the 
Company. A discussion followed relative to the fixing of 

on^otion 1 ?V° r J he CXi0tlnG P rlncl P Ql officers. Thereupon, 
of I!, ' * cconded nnd vote being taken, the schedule 

+ & i'*£ lc0 < 8et lorth belov S '*’as confirmed as being 

consistent with prior salaries paid for such positions: 


[n) Chairman of the Board of Directors 

(b) Chief Executive Officer 

(c) President 

(d) Executive Vice-president 
It v^ r ther understood and agreed: 


$50,000.00 

$ 100 , 000.00 

$65,000.00 

$50,000.00 


1 . 


2 . 


That if a person holds more than one office, 
he shall receive, as salary, that amount which 
was the higher of the salaries applicable to the 
offices held by him and shall not receive the 
fiCG^egate of such salaries (for example, if the 
Chairman of the Board of Directors serves also 
as the Chief Executive Officer of the corporation, 
his annual salary under the schedule would be 
$ 100 , 000 . 00 ). 

That to the extent an officer shall be receiving 
salary from a subsidiary corporation, the amount 
so paid to such officer by the subsidiary shall be 
deemed a credit against the salary payable as 
an officer of Titan (for example, if the Chief 
Executive Officer of Titan shall also be serving 

° f 3 subsldlor y» and receiving in 
that latter capacity an annual salary of $70,000.00 
his additional salary from Titan would be 
$30,000.00, for on aggregate of $100,000.00). 

That if an officer of Titan shall be recoivinr 

8 ^ 1 *u y ^ fr ° m 3 6ubsidiQ ry corporation in excess 
of that prescribed for the office which he holds 
in Titan, he shall receive only the salary from 
the subsidiary and such salary shall not be limited 

’ e “ Lnry p 5 e :«i bed m the foregoing schedule 
ns on officer of Titan. 

That compensation payable by Titan to the present 


3 . 
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Minutes of n Special Meeting 
of the Hoard of Directors of 
Titnn Croup, Inc., held 

October 19, 1971 Page 3 

principal officers of the Company from 
^February 1 , 1971, pursuant to the foregoing 
schedule, shall be accrued (subject to any 
pooBiblc application of the existing 
Prccidentic 1 "Trice Frcc7.c"0 for payment at 
such time as the cash position of the Company 
will, in the opinion of the Executive Committee, 
permit. 

The Board then reviewed end ratified the following 
actions of the Executive Committee: 

(a) Settlement of the Boneparth lawsuit for the 
sum of $ 16 , 250 . 00 , and approval of fees of 
Counsel, Barr, Bennett fc Fullen. 

(b) Sale of the leasehold interest in the Howard 
Johnson Motel. 

(c) Abandonment of Trojan and Mid-America Motels. 

(d) Lease of the Riverside Motel. 

(e) Sale of the Golden Triangle Hotel. 

(f) Sale of the Paldor Property, 

(g) Sale of the shares of United Airport 
Properties, Inc. 

The Chairman reported in depth with respect to the 
Yoaenite property including, nnong other things, the cash flow 
requirements to complete Section 1; negotiations for possible 
postponement of the deadline forcompletior of such Section; 
procedures which had been recommended for the handling of 
delinquent purchase- money notes and trust indentures; alternative 
proposals for Section 2 and 3 under the County of Madera agreement 
negotiations for sale or Joint venture of the entire project; 
a sales program undertaken for individual properties within the 
project; and a meeting held by Mr. Marraorstein with lot owners 
on October l6th, 1971 relative to threatened action by the lot 
owners. 

• • 

The Chairman described his negotiations with Mr. 

Kaufman of the firm of Irell & Mane 1la, resulting in an agreed 
settlement of all claims by that firm for unpaid attorneys fees 
and advances and calling for the exchange of mutual releases 
upon the issuance by the Company of 10,000 shares of its capital 
6tock to Irell L Honolla Qn d the payment of out-of-pocket advances 
of approximately $3,000.00. The Hoard ratified the settlement 
described by the Chairman and commended him for his efforts and 






17 U 5 

Defendant's Exhibit S 


Minutes of u tlpccln 1 Meeting 
of the Hoard ol Directors of 
Titan Croup, Inc., held 
October 19 , 1971 


' Tnce 4 


the results achieved. ^ 

vith v Th ° Chnij ; n,a " 'brou C ht the Board up to date on meetings 
vlth Mr. Farr.cn and others relative to the possible rcstructurin r 
n ‘ r l s position as a creditor of the Company. Mr. 

Roocnfcld reported that no proGrcss had been made in achieving 
a basic for any undcrstandin G . In the discussion particular 

”“5* of k the that Mr. Faccen’s employment a C rccnent 
terminate- December 1 , 19 fl and that there vac no present 
indication as to whether that employment vould be renewed. 

~ n WaC Ci r n t0 the pooclble effect upon the operations 
of the Faccen companies of the terninntion of Mr. Fagrcn's 

employment, as well as the effect which such termination mieht 
have upon Mrs. FacGcn's employment vith the Company. The 
possibility of a sale of the actuarial business was also discussed. 

J-eonard Friedman of Alliance Brokcro C e Corporation 

w °? etinC ‘ He conflrn,ed his acceptance of settlement 
of the dispute over executive bonuses as described in the 
Minutes of the Meeting of this Board held September 14, 1971 . 

u° f v th * B ° ard dlscussed with Mr. Friedman the 

f!naM 7 alion°L tn r "* Z ° Ck Wlth Alllance Brokera e e and the 
+ ^ .V .. f J th terras of 6uc h association was left for recornend 

tion by Mr. Mendelsohn in consultation with Mr. Friedman. 

for- nl‘ F f* edl::an le ft the nieeting and the Board recessed 

for lunch at 1:45 p.n. and reconvened at 2:15 p.n. 

* • _, Tbe Chairman requested that Mr. Robinson give some 

background to the Board with respect to the salary which he 

as C Celi d nB Chc *™ an of the Boa rd of Directors of the Company, 
as well as legal fees paid during that period, and the pensioA 
arrangement which hod been made with him. Mr. Robins on P 
•• rEJJ d thC al foumstances under which he had been elected 
!° Ch f r ™ Qnd tbc cc rvices which he had rendered the corpora- 
tion in the capacity of Chairman of the Board. In response 
to inquiries from the Chairman, Mr. Robinson stated th?t 
an,: Hit w Ul f rf ceivc thc Proceeds of the deferred compensation 

stock h oJ t^ ra J Cht conBlder acceptance of shares of the capital 
stock of thc Company in satisfaction thereof. P 

V1 ,. M f; Batcher reported on thc status of the loan from 

hatt i n / ank * Partlculn r note was made of certain 
conditions relating to thc principal officers of the Connanv 

on tho «.!<■ of thc Jr chares tnl 2S SSSJj- 
tnking to remain ns such officers of the Company during the 

out t° f th !. loan ’ Tn thc cour6C of discus?^ J? wm pointed 

ippliMtio^ n fii : ? Q<1 cubotontloll y changed since the 

Ha H l0 ° n ' ln thQt bQnk Indebtedness had been 
motcriullj reduced as a result of the closing of sales of 
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Minuter* of n Special Meeting 
o£ t)>c Hoard of Directors of 
Titan Croup, Inc., held 
October 19, 1971 


Page 5 


properties of the Company. It vob Bucn CE tcd that the 
possibility of reducinc the nnount of the loon should bo 
explored with a view to eliminating the conditions nnd 
requirements described. It woo also suggested that the 
bank should be informed of anticipated additional closinG s 
the near future which would further serve to reduce the loan 
balance. Mr. Hatcher stated that in conciderinc the cash flow 
requirements of the Company, it should be kept in mind that 
general office would require approximately $900,000.00 to 
discharge obligations for taxes, interest and general 
operating expenses and expenditures between the date of this 
meeting and the end of the year. 

The Chairman commented on the problems of bondability, 
his continuing efforts to investigate a merger potential for 
the Company, and his meetings with, and proposals from, various 
national accounting firms with respect to the 1971 year-end audit 
and 8.E.C. requirements. The Chairman recommended that Touche 
Ross be given favorable consideration. Copies of the proposals 
from the various accounting firms were available for examination. 

.The continuing efforts to creates uniform system of 
reporting and accounting by the agencies constituting the insurance 
division were described and reviewed. 

The following reports were then received: 

1. Mr. Rosenfeld reported on the status of sales 
of properties, the properties remaining, what 

is being done to dispose of them, and anticipated 
closings. 

2. Mr. Kendis reported that a complaint against 

. Titan Croup, Inc., filed by Horthgate Sheboygan 
Center Corp., a purchaser of a property from this 
Company, had been disposed of by a Judgment 
favorable to Titan. Counsel for Titan has 
recommended that we now dlcmlsc a counterclaim 
which had been filed on behalf of Titan as he 
believed that there was no reasonable expectation 
of winning a Judgment against a collectible 
defendant. On the basis of the recommendation of 
Counsel handling the case, it was agreed that Counsel 
could be instructed to dismiss the counterclaim. 

3. Mr, Drost reported on a proposed Joint venture 
by Multiplex, Inc. in a multiple family housing 
project and related developments in Israel. 

The Chairman stated it was Multiplex's responsibility 
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to r.otlcfy Itself os to the potential 
of the project and the reliability of the 
companies and individuals with which it 
would be associated and it von not the 
function .of the parent company to control 
the exercise of judgment by management of a 
subsidiary within the scope of its business 
, operations, provided there vas no conflict with 

overall policy established by the parent company. 
Nevertheless, the Chairman expressed strong 
reservations as to the advisability of entering into 
a transaction out of the country under present 
conditions. 

U. Mr. Farley reported on the operations of Jack 

L. Farley Construction Company. He briefly described 
a proposed condominium development to consist 
primarily of four-unit buildings on property owned 
•by Mr. Farley and others. He said that theproperty 
w «6 avoilable for acquisition by the Company; that 
he recommended such acquisition, but due to his 
personal interest in the property he felt that it 

. should be considered by this Board. Mr. Farley wuj 
requested to obtain information for submission to 
the Executive Committee, including a statement ofh is 
participation in the property, the cost of his interest 
the proposed sale price to the Company, the names 
and relationship, if any, of other owners of the 
property, and an appraisal from an Independent 
competent appraiser of the fair market value of 
the property. 

5. The Chairman reported that statements from Burke, 

Haber L Berick for legal services rendered in certain 
real estate transactions not covered by the retainer 
to that firm, had been approved by the Executive 
Committee and requested ond received ratification 
thereof by the Board. 

6. The Chairman reported on hi6 efforts to dispose of 
the claim of Alfred Froger for services ob Chairman 
of the Bocrd of Titan Group, Inc. for a short 
period in 1971, and suggested that the claim might 
be resolved by payment in shares of the Company. 

The Chairman proposed that thought should be given 
to the desirability of n reverse stock split, which would have 
the effect of decreasing the number of shares outstanding and 
the consequent "float" in the market, os veil as increasing the 
mnrkct price at which the resulting chares would trade. Various 
members of the Board commented and it was the consensus that 
further information should be obtained und cons’idcration given to 
the possibility of such a reverse stock split. 
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Mr. Windhorst described clrcunctnncoc under which 
it had become necessary for him to attempt to dispose of sharer, 
of the company owned by him to realize a net of approximately 
$ 50 , 000 . 00 . lie wanted the hoard to know of the unexpected 
chance in his circumstances, and that he proposed to take the 
necessary steps to obtain a "no-actlon letter from the 
Securities and Exchange Commission in viev of the fact that 
he had signed an investment letter at the time he received the 
shares in 1970. The Board indicated that it would not oppose 
such disposition of shares by Mr. Windhorst, provided that such 
"no-action" letter was obtained. 

There being no further business to come before the 
meeting, the Chairman declared the meeting duly adjourned at 
4:20 p.ra. 



ATTEST: 


Robert Janes Frenkel, Chairman 



ts 
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Alvin M. Xendls 
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MINUTES OF A SPECIAL MEETING OF THE 
BOARD OF DIRECTORS OF 
TITAN GROUP, INC. 

HELD OH AFRIL 6 , 1972, at the 
Offices of Sovereign Construction Co., 
Ltd., 1325 Invood Terrace, Fort Lee, 
Nev Jersey, at 10:00 A. M._ 


. Robert James Frankel, Chairman of the Board of Directors 

chaired the meeting and requested Alvin M. Kendis to act as Secre- 

t ? r +*.° f n? he neetln B « nd to record the minutes thereof. A quorum 
of the Directors was present, namely: 


Robert James Frankel 
George F. Duthie 
Ronald Rosenfeld 
Herzl Mendelsohn 
Benjamin M. Robinson 
Aron Drost 
Jack Farley • 

Alvin M. Kendis 


Harold Faggen, a Director, vas absent from the meeting. 

Also present by invitation vere the following: 

Daniel G. Hatcher Financial Vice-President and 

Treasurer - Titan Group, Inc. 

Leonard M. Harlan Harlan, Betke & Myers, Inc. 


cause a 
thereof 


The Chairman requested the Secretary of the meeting to 
copy of the Notice of Meeting and the Affidavit of Mailing 
to be annexed to and made a part of these minutes. 


Board waived reading of the minutes of the last 
pecial Meeting of the Board of Directors held December 9 , 1971 . 


sponsor-de 
Sovereign 
positions 
Inc. becoir. 
purpose of 
tlon of a 
approved 1 
selected s 


The Chairman described the opportunities available to 
velopers of urban renewal projects. He stated that 
Construction Co. Ltd. had taken these sponsor-developer 
in several transactions and recommended that Titan Group 
e sponsor-developer in selected situations for the dual 
operations in the parent corporation and the implementa- 
public image of Titan as a developer. The Directors 
n principle Titan becoming a sponsor-developer in 
ltuations. 


The Chairman then 
become sponsor-developer of 
a project wherein Sovereign 


recommended to the Board that Titan 
the so-called Melrose Sites A and B, 
would be general contractor for 221 
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unite of turnkey construction for the New York City Housing Autho¬ 
rity. The cost of this project was estimated to be approximately 
$8,500,000. The Directors discussed the question of liability of 
a general partner In limited partnerships, mortgage liability and 
project operation, which would be Involved in the sponsor-developer 
position. It was concluded that the anticipated rewards far out¬ 
weighed the risks and the Board approved Titan taking the sponsor- 
developer position with respect to the aforementioned Melrose Sites 
A and B with Sovereign as general contractor. 

The Chairman reviewed with the Board a proposed agree¬ 
ment with the firm of Harlan, Betke, k Myers, Inc. to act as 
corporate consultants to Titan. He deecrlbed the services to be 
performed and the compensation to be paid, including provision 
for a phantom stock option. Thereupon, on motion duly made, 
seconded and vote being taken, the Directors approved the execu¬ 
tion of the agreement with Harlan, Betke, k Myers, Inc. 

It was then reported that the Touche Ross k Co. audit 
for the year 1971 had been completed; that the S.E.C. 10-K report 
had been timely filed and that the proxy statement required in 
connection with the upcoming Annual Meeting of Shareholders was 
In preparation. 

The Chairman advised that the Executive Committee, after 
extended negotiations with George Duthic and Patrick King, recom¬ 
mended to the Board of Directors a settlement of their claim that 
the corporation had failed to comply with the provisions of the 
agreement covering the acquisition of Stewart Mechanical Enter¬ 
prises, Inc. relative to obligatory registration of some of the 
shares received by Messrs. Duthie and King pursuant to seid agree¬ 
ment. The proposed settlement would (a) release to Messrs. Duthie 
end King 80,000 shares of Titan's common stock, the delivery of 
which was otherwise dependent upon the future market value of 
Titan's common stock in December of 1972; (b) provide for the 
sale to Messrs. Duthie and King of the real estate and improve¬ 
ments presently occupied by Stewart Mechanical in Louisville at 
a price of $2hh ,1*3**, being the highest of two independent ap¬ 
praisals thereof; and (c) provide f the leesing back of said 
real property by Stewart Mechanical tor a net rent of $27,600 per 
year under u lease, the initial term of which would expire in 
1977. Payment by Messrs. Duthie and King of the purchase price 
of said real estate and improvements would be made by delivery of 
such number of shares of Titan common stock owned by them which 
taken at the market value thereof at April 6, 1972 (based upon 
the neon of reported hid and ask in the over-counter market as 
reflected in the Wall Street Journal of April 7, 1972) would equal 
the purchase price. 


An extended discussion followed during tfie course of 
which it was noted that the settlement would be memorialized In 




s 


1713 

Defendant's Exhibit T 


Minutes of n Special Meeting 
of the Board of Directors of 
Titan Croup, Inc., held 
April.6, 1972. 


an amendment to the aforementioned acquisition agreement. The question 
vas also rnlsed as to whether or not Stewart Mechanical, as lessee, 
should have the right of termination on a year-to-year basis in order 
that Titan might have the ability to eliminate any question of deal¬ 
ings with management which might be raised In the event Titan should 
seek listing of its shores on the American or New York Stock Exchange, 
or In the event such lease might hinder a proposed merger or stock 
offering or similar transaction. 

After the discussion, upon vote being taken, the Board 
unanimously approved the proposed settlement with Messrs. Duthie 
and King. Mr. Duthie abstained from voting. It was agreed that 
counsel should work out the details of the transaction within the 
general teims recited above. 

The Chairman, then described the "eorn-out" provisions under 
the agreement which was entered into for the acquisition of Multiplex, 
Inc. He reported that 100,000 of the shares initially issued in that 
transaction were held in escrow for release in whole or In part 
dependent upon earnings of Multiplex in the three-yenr period ending 
December 31, 1971 and 100,000 additional shares were subject to pay¬ 
ment in whole or in part dependent upon Multiplex earnings for the 
six-year period ending December 31, 197 1 *. The earnings of Multiplex 
for the three-year period ended December 31, 1971 had not reached 
the level necessary under the acquisition agreement formula for the 
distribution of the entire 100,000 escrow shares. The former share¬ 
holders of Multiplex had asserted that the diversion by Titan of 
Ronald Rosenfeld and Irwin Mermorstcin primarily, together with cer¬ 
tain other key employees of Multiplex, from the business and affairs 
of Multiplex to render extended and continuing services to Titan 
during substantially all of 1$71, had materially impaired Multiplex's 
earnings during said three-year period and would also necessarily 
reflect unfavorably on the six-year earnings. In saticiactlon and 
compromise of such claim, the Executive Committee recommends that 
Titan release the 100,000 shares of Titan common stock presently 

escrow subject to the initial three-year earning determination 
and that the former Multiplex shareholders accept such 100,000 shares 
In full satisfaction of all claims with respect to any additional 
earn-out shares under the acquisition agreement to the end that 
there would be no further earn-out shares distributable for the 
slx-yeor period ending December 31, 197 U. Following a brief dis¬ 
cussion and upon vote being taken, the Directors unanimously approved 
an amendment to the acquisition agreement with Multiplex on the terms 
recommended by the Executive Committee. Mr. Rosenfeld and Mr. Drost 
abstained fron voting. 

The Chairman called upon Mr. Kendi6 for the customary 
resolutions relating to the upconing Annual Meeting of Shareholders. 
Prior to Mr. Kendls' introducing the resolutions relating to the 






1714 

Defendant's Exhibit T 


Minutes of 4 Special Meeting 
of the Board of Directors of 
Titan Croup, Inc., held 

April 6, 1972. Page 4 


Annual Meeting, he nentloned the necessity of disclosure to 
counsel of a'l material transactions by Directors with management 
in order that appropriate disclosures could be made in the proxy 
material. An extended discussion followed during the course of 
which the desirability of eliminating potential conflict of Interest 
positions was emphasized. 

Upon motion duly made, seconded and vote being taken, the 
following resolutions were unanimously adopted: 

RESOLVED, that the Annual Meeting of the Company be 
held on Wednesday, May 24, 1972, at 10:00 A.M. 

Eastern Daylight Savings Time at Chase Manhattan 
Bank, 1 Chase Manhattan Plaza, New York, New York. 

RESOLVED, that April 14, 1972 be set as the record 
date for the determination of those Shareholders 
eligible to vote at the Annual Meeting of the 
Company. 

RESOLVED, that the Inspectors of Election at said 
Annual Meeting shall be John 0. MacAyeal, corporate 
counsel of the Company, and a representative of 
Chase Manhattan Bank, transfer agent for the shares 
of the Company, said representative to be designated 
by the Bank; provided that if either of such Inspec¬ 
tors of Election shall be unable to serve, the Chair¬ 
man or President of the Company shall have the 
authority to designate a substitute or successor 
to serve in such capacity. 

RESOLVED, that the management slate of Directors 
to be nominated for election at the Annual Meeting 
of the Shareholders shell be recommended by the 
Executive Committee of the Company and shall be 
deemed to have been named by this Board of Directors 
provided that the names of the nominees are communi¬ 
cated to each of the Directors of the Company and 
are approved by a majority of them, reserving to 
each Director the right to abstain or dissent from 
the management slate. A report of each Director's 
affirmance, dissent or abstention shall be made a 
part of the record of this meeting. (The management 
slate subsequently submitted to the Directors by the 
Executive Committee for election as Directors of the 
Company to serve until the next Annual Meeting of the 
Shareholders and until their successors are duly 
elected and qualified was as follows: 


1 
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Robert James Frenkel 
George F. Duthle 
Aron Drost 
Jack L. Farley 
Laurence D. Skaller 
Patrick King 
Herzl Mendelsohn 
Ronald Rosenfeld 

The Secretary of the Company communicated the fore¬ 
going recommended management slate to each of the 
Directors and his letter of April 19, 1972 dis¬ 
closing the results of such communication and the 
affirmative vote of a majority of the Directors 
is appended as Exhibit "A" to these minutes.) 

RESOLVED, that effective as of the next Annual 
Meeting of Shareholders of the Company, the first 
sentence of Article III, Section 1 of the By-Laws 
of this Company be amended to read 86 follows: 

"The number of Directors which shall con¬ 
stitute the whole Board shall be eight." 

RESOLVED, that Robert James Frankel, George F. 

Duthie and Ronald Rosenfeld be and they hereby 
are appointed to act as management proxies at 
said Annual Meeting. 

RESOLVED, that the Secretary prepare and place 
in the hands of the Shareholders within the 
statutory period a notice of the Annual Meeting, 
a Proxy Statement, in connection therewith, a 
Proxy therefor and the Annual Report of the 
Company for the fiscal year ended December 31, 

1971. 

RESOLVED, that the Secretary affix to the 
minutes of this meeting a complete set of the 
documents that will be forwarded to the Share¬ 
holders. 

After adoption of the resolutions relating to the Annual 
Meeting, Mr. Kendls presented the following resolution requested 
by City Motional Bank, Beverly Hills, California, relating to the 
Richard S. Cunther settlement previously approved by this Board, 
and upon motion duly made, seconded, and vote being taken, it was 
unanimously adopted: 
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RESOLVED, that In connection vlth the settlement 
between Titan Croup, Inc. end Richard S. Gunther 
approved by this Board at Its Special Meeting 
on December 9» 1971, Robert James Frankel, 

Chairman, by his sole signature, 16 granted the 
authority to execute all Instructions to City 
Rational Bank, Beverly Hills, California and to 
Robert Well, each of whom Is an escrow agent 
holding shares of Bomaine Industries (formerly 
Boston & Main Industries, Inc. ) which are. In 
part, the subject of the settlement with Richard 
S. Gunther and is granted the further authority on 
behalf of this corporation to execute all stock • 
powers necessary or appropriate to carry out 
such Instructions and to consummate the said 
settlement, and to perform such other actions 
and to executa such other Instruments as may be 
necessary or appropriate for the consummation of 
said settlement with Richard S. Gunther. 

The following Items were then briefly touched upon: 

0 

1. The Chairman reported on the status of the Yosemite 
project. 

2. Ronald Rosenfeld reported on the steps being taken 
with respect to the sale of the few remaining pro¬ 
perties in the Company's real estate Investment 
portfolio. 

3. It was agreed that no further consideration would 
presently be given to a reverse stock split. 

U. First quarter earnings and potential earnings for 
the year were reviewed. 

5. The Chairman referred to consultants being employed 
by the Corporation in various capacities and re¬ 
viewed their services, expertise and compensation. 

6. A report was made of Executive Committee objectives, 
which included the creation of a management control 
group, the reorganization of insurance divisions 
for better functioning, the cooperation among con¬ 
struction divisions and consolidation for best 
potential and utilization, and the efforts to be 
made during the year for further restriction of 
unproductive operations. 
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7. Disparities in compensation and tne need for a more 
equitable distribution of rewards for efforts and 
results. 

The meeting adjourned for lunch at 1:30 and reconvened 
with all present at 2:30 P.M. 

An extended discussion followed relating to Harold Faggen 
and the unsuccessful efforts to negotiate any restructuring of his 
position with respect to the debentures received by him pursuant to 
the acquisition of his companies. Mr. Lawrence Powers, special coun¬ 
sel engaged by the Company to review the Faggen situation, had Joined 
the meeting and was requested to report on his investigation and his 
recommendations, if eny. Mr. Powers reported that he hod had inter¬ 
views with several persons, had examined documents made available to 
him relative to the acquisition of the Faggen companies, and had con¬ 
cluded that a materiel overstatement of pre-tax earnings had been 
made by Mr. Faggen in a confidential memorandum to the Company, which 
was actionable misrepresentation under the Securities Act. He com¬ 
mented also on.the inability of the Company to obtain certain records 
of the Faggen companies notwithstanding demand upon Mr. Faggen and 
upon Mr. Joseph Warren, the accountant for Mr. Faggen and for those 
companies. Mr. Powers expressed the opinion that the Company had a 
right of action to rescind based upon securities fraud and recom¬ 
mended the filing of a complaint in the Federal District Court. He 
agreed to confirm this opinion to the Board by letter. 

The Chairman stated that the Executive Committee had pre¬ 
viously considered Mr. Powers' report end concurred in his recommen¬ 
dation. An extended discussion followed in which all members of the 
Board participated. Thereupon, on motion duly made, seconded and 
vote being token, the Board, upon the information furnished and 
expressly in reliance upon the opinion of special counsel, authorized 
the filing of a complaint to be prepared by Mr. Powers seeking, among 
other things, rescission of the Faggen transaction. Mr. Robinson 
abstained from voting on the ground that his firm is escrow holder 
of a portion of the debentures received by Mr. Faggen, to guarantee 
payments to Mr. Faggcn's former wife under a divorce agreement. The 
Secretary was instructed to attach to the minutes of this meeting 
the letter from Mr. Powers setting forth his opinion and recommenda¬ 
tion as to the filing of the Fafcgen lawsuit when such communication 
is received from him. 

The Chairman then briefly remarked upon the negotiatlona 
which had been conducted with Mr. Robinson concerning his claim for 
deferred compensation. The Chairman stated that the negotiations 
had not been productive to date and that he had stopped further 
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payments to Mr. Robinson. Mr. Robinson commented that as far as 
be was concerned the door was still open to further discussion. 

There being no further business to come before the 
meeting. It was duly adjourned at U:30 P.M. 



A. M. Kendls 

Secretary of the Meeting 


ATTEST: 


Robert James Frankel 
Chairman 
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April 19, 1972 


RONALD A. ROSENFELD 

VIC? PRESIDENT 

secretary 


Hr. Alvin M. Kcndls 
Burke, Haber & Berick 
Central National Bank Building 
15th Floor 

Cleveland, Ohio 44114 

Re. Board of Directors of Titan Group, Inc. would be presented by 

management to the stockholders at the Annual Meeting on May 24, 1972 

Dear Alvin: 

The management slate of directors to be presented to the stockholders on 
May 24, 1972, is as follows: 


Robert James Frankel 
George F. Duthie 
Aron Drost 
Jack L. Farley 
Laurence D. Skaller 
Patrick King 
Herzl Mendelsohn 
Ronald Rosenfeld 

On April 7, 1972, I personally spoke with the following existing directors 
of the company who expressed their approval of the above management slate: 
Robert James Frankel, George F. Duthie, Aron Drost, Jack L. Farley, Alvin 
M. Kendls, and I had Indicated my approval. 

On April 12, 1972, I spoke vis telephone to Herzl Mendelsohn and Harold 
Faggen with regard to the management slate of directors. Mr. Mendelsohn 
expressed his approval of the slate and Mr. Faggen indicated that he would 
abstain. 


I Rpoke with Ben Robinson on April 19, 1972, with regard to the management 
i te of directors. He indicated he would abstain on the vote. 


Very truly yours. 


TITAN CROUP, INC.. 


Ronald Rosenfeld 
Executive Vice President 
cc: Messrs. Frankel, Hatcher, MacAyeal 

RR/ldw 21J1 SOUTH OREEN ROAD. CLEVELAND. OHIO 44121 <2lCi .'91-2500 


v— t rS 

j 2.« wiW o~\te 

?]/ U«\ 
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April 25. 1972 


Hr. Robert J. Frankel 
Chairman of the Board 
Titan Group, Tnc. 

1325 Inwood Terrace 
Fort Lee, New Jersey 

Re: Titan Group, Inc. vs. Harold Faggen 


Dear Bob: 

You asked me to confirm In writing the legal opinions I 
expressed at'your Board of Directors meeting two weeks ago. In 
connection with the proposed action seeking rescission and/or 
damages against Harold Faggen with respect to the acquisition 
of the Faggen Companies. 

The case In substance Is one of an Intentional written 
misrepresentation with respect to the earnings of the Faggen 
Companies for the four years preceding their acquisition late 
In 1968 by Titan Group, Inc. A selling memorandum was prepared 
by Faggen, delivered to members of the Board of Directors of 
Titan, and relied upon by such members of the Board and counsel 
at the time. This selling memorandum, a copy of which has 
previously been circulated at the Board meeting, and shown to 
Faggen's counsel, overstates "Net Income - Pretax" as adjusted 
to basis which will prevail after acquisition, In very sub¬ 
stantial amounts. Our studies undertaken by Dan Hatcher after 
great difficulty In obtaining the original accounting records 
of the Faggen Companies, indicate an overstatement of income 
by nearly 30% In 1968, a 78% overstatement In 1967, a 49% over¬ 
statement In 1966 and a 28% overstatement In 1965. 

Notwithstanding Mr. Faggen's attorney stating to me that 
all of these overstatements can be explained by deducting from 
the represented net Income various alleged savings and salaries, 
pension payments and other items expected to occur after the 
acquisition, the disparities between the represented figures 
and the actual net income recently redetermined by Dan Hatcher's 
accounting group are too great to be explained by these types 
of adjustments. 
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Mr. Robert J. Frankel 


April 25, 1972 


Moreover, we have the situation of a written selllno 

baseS an ^w UP0 U 8 10 t1mes P retax earnings multiple was 

l VC r ed by H ? ro1d Faggen to Ben Robinson and then 

«i!J St 3 couple of weeks a go by the alleged statement 
Harold said no one ever asked him to explain these dlfferen- 

raiJ S i'+ 3? m y view, this selling memorandum represents a 
caleulatedly misleading document which was not explained and 

ku ,he " hou •*"«*oJ n is.‘ nd 

Exchange Commission under the Securities Exchange Act of 1934 
I have annexed hereto a copy of our draft complaint based 34 * 
upon Da ? Hatcher's reconstruction of the income of 
the Eaggen Companies during the represented years and 
setting forth the applicable statutes, theoriH of Jecovery 
and remedies which should be used by the corporation? * 

tc on Lr! S 5 5° reaffirm t0 you that I believe Titan Group, Inc 
,!* ? n 3* t1ed . td recovery on this cause of action, and should 

comDlIint ar V? Pr ?? S 'll c1aims as outlined in the proposed 
^«h P 1 Nat “';a 1 1y. the complaint is subject to revision 

v£2rlpllf he h r r1f1Catl °? Dan Hatcher's accounting group and 

n of a ,tna, ir ‘ ft • 1 “° u ' d 

Very ^ruly yoursT 

' - ■ 




LMP/ms 

Attachment 


Lawrence H. Powers 
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Aprtl 25, 1972 


Hr. Robert J. Frankel 
Chairman of the Board 
Titan Group, Inc. 

1325 Inwood Terrace 
Fort Lee, New Jersey 

Re: Titan Group, Inc. vs. Harold Faggen 
Dear Mr. Frankel: 

You asked me to relate to you our opinion with respect 
to proposed litigation against Harold Faggen, Insofar as It 
affects existing banking and other creditor relationships ef 
Titan Group, Inc. 

The nature and substance of the proposed action against 
Harold Faggen seeking rescission and/or damages In connection 
with misstatements of fact made by him in a written selling 
memorandum to Titan's management in 1968 are summarized In 
a prior letter to you and In the proposed complaint, copies 
of which you are free to exhibit to your banks or other 
major lenders, In the event you 'deem It necessary. 

Insofar as the notes held by Mr. Faggen are concerned, they 
constitute subordinated debt, and are entitled 4% Convertible 
Instalment Notes due November 1, 1978. Paragraph 6 of each of 
such notes states that payment of the notes is expressly 
subordinated to the prior payment of any and all senior debt 
of Titan Group, Inc. and senior debt consists among other things 
of any Indebtedness for money borrowed from financial institu¬ 
tions (banks, trust companies. Insurance companies, etc.) 

The substance of the litigation is that the consideration paid 
by Titan Group, Inc., consisting primarily of these $5,500,000 
in subordinated notes, should be returned to Titan in exchange 
for the several assets of the Faggen Companies at their value 
when received in December 1968. If the case goes to trial and 
ultimate judgment in favor of Titan,this would be the result 
which we are seeking. 

At this point, Titan Group, Inc. is within its legal 
rights to refuse to make any further payuents of interest or 
principal on these notes which it was induced to issue through 





Powers and Gross 
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Mr. Robert J. Frenkel 


April 25, 1972 
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MEMORANDUM 


TO: Messrs. Shatzkin and Cooper 

FROM: Fred Shinage 1 


DATE: March 5, 1974 

SUBJECT: Titan Group v. Faggen 


You requested an evaluation of the $5,500,000 4% Convertible Installment 
Notes issued by Titan Group on December 2, 1968 to Mr. Faggen, in con¬ 
nection with the purchase of his business. 

In connection with this valuation, you have given me (1) the agreement of 
sale, dated December 2, 1968 with Exhibit A, which describes the Notes; 

(2) Titan Group Annual Reports for 1967 and 1968; and (3) Bache & Co. re¬ 
search report on Titan dated May 13, 1969. I have also referred to standard 
statistical manuals of Moody 1 s and secured a price history of Titan common 
stock from Standard & Poor's Statistics. I have made use of standard financial 
reference sources and compound interest tables. 

Titan Group : 

Titan Group toward the end of 1968 was a company in transition. During the 
previous year, it had engaged a new management team which announced its 
ambition to convert the company from a real estate holding activity with defi¬ 
cit earnings which was financing itself out of its depreciation charges into an 
operating company with operating income. 

During the year, the company began to divest itself of some properties to raise 
working capital and reduce its debt burden. Under this process, management 
reappraised its assets and Judged some leaseholds to be worth over $2.5 million 
more than on the books and established a reserve of almost $2 million for other 
properties believed to have declined in value. 

The acquisition of the Faggen Companies appears to have been the initial sig¬ 
nificant move to secure operating income. 

In 1966-1968, Titan operated with deficit income, as follows: 
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Memorandum to Messrs. Shatzkin and 
Cooper March 5, 1974 


- 2 - 

Year Ended December 31 




(Thousands) 



1966 

1967 

1968 

Revenue 

$25,637 

$24,600 

$23,101 

Interest and related expenses 

4,115 

3,183 

2,474 

Income before Depreciation 

3,601 

2,680 

2,643 

Net after Depreciation 

(1,520 

(1.032) 

(568) 

Net after Sale of Assets and 




Extra Items 

$ 45 

$ (811) 

$ 1,356 

Interest coverage by pre-tax 




Income 

None 

None 

None 

Note that there was no pre-tax income to cover Interest charges which is one 
of the conventional yardsticks of the quality of a company's ability to service 

its debt. In Titan's case, the cash flow generated by its depreciation 

was 

used to pay its interest charges. 




Titan had a substantially leveraged balance sheet at year-end 1968, composed 
of approximately seventy-five per cent (75%) debt and twenty-five per cent (25%) 

equity, summarized as follows with comparisons for 1966 and 1967: 




At December 31 


• 


(Millions) 



1966 

1967 

1968 

Current Assets 

$10.4 

$ 9.7 

$16.4 

Current Liabilities 

14.2 

12.4 

13.0 

Net Working Capital 

(3.8) 

(2.7) 

3.4 

Net Property 

72.2 

55.8 

40.5 

Prepaid Items 

2.3 

2.8 

2.9 

Intangibles 

- 

0.5 

4.7 


Total Capital 


$56.4 


$51.5 
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Memorandum to Messrs. Shatzkin and 
Cooper , March 5, 1974 
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At December 31 
(Millions) 

1966 1967 

Mortgages $58,7 83% $45,2 80% 

4% Convertible Note 

Equity __1^^^ 17% 20% 

Note that management had been successful in reducing the mortgage burden 
of the company and, in the process, improving the debt/equity ratio which had 
been 83%/17% in 1966 and 80%/20% in 1967. 

The stock market price of Titan common quadrupled in 1968, from 4 bid in 
January to 17 3/8 bid on December 2nd (appended is the daily price record 
for the stock for calendar 1968 from the Standard & Poor's ISL Index). Follow¬ 
ing are the yearly high-low price ranges for the years 1965-1968 (from Stand¬ 
ard & Poor's): 


1968 

$32.8) 

5.5) 

13.2 


High Low 

1965 7 4 

1966 7 3 

1967 5 3 

1968 20 4 

The price appreciation during 1968 reflected the speculative market environ¬ 
ment of that period, plus speculator anticipation of success by the new Titan 
management. At the time of valuation of December 2nd, only the Faggen acqui 
sition was a reality. 

Description of Notes : 

The actual Note description is appended. In effect, these were promissory 
notes subordinate to future institutional debt, paying interest at 4% a year 
and payable in five equal annual installments from the end of the sixth year, 
through the tenth year. The Notes also were convertible into stock at the 
rate of $20 per share for $4,750,000 principal amount and $15 per share for 


75% 

25% 
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Memorandum to Messrs. Shatzkin and 
Cooper 


March 5, 1974 


- 4 - 


$750,000 of principal amount; for the combined $5,500,000 this represents 
an effective conversion price of $19.32 per share, or an eleven per cent (11%) 
premium over the market price of 17 3/8 on December 2nd. If all the Notes 
were converted, 287,500 shares of Titan common would be issued. 

If converted, these shares were subject to investment letter restriction and 
would not be freely marketable until at least two or three years under ordinary 
circumstances because of SEC regulations. Titan agreed that, after January 1, 
1970 (thirteen months after valuation date) and for two years thereafter, it 
would arrange for the registration of only twenty-five per cent (25%) of the 
total shares issuable. After January 1, 1972, all the shares could be sold 
under a registration statement paid by the company. 

Market and Interest Rates in Late 1968: 

The market in November and December 1968 reflected a bullish mood. Prices 
had been rising for over two years, Nixon was elected President, auguring 
the beginning of a Republican Administration. The Dow Jones Industrial Aver¬ 
age, at 985 on December 2nd, was approaching the 1000 level it had reached 
in early 1966. The low priced stock index and the American Stock Index reached 
new high ground which, in retrospect, was a top. A seat on the New York Stock 
Exchange was sold for $515,000. 

During the period October-December 1968, the cost of money had been tighten¬ 
ing. The prime Interest charged by banks to their top credit risks ranged be¬ 
tween 6% and 6 ]/2%. It firmed at 6 1/2% on December 2nd. Thus, top credit 
risk customers had to pay the equivalent of 7.8% on their borrowings because 
banks require that at least twenty per cent (20%) of the funds borrowed to re¬ 
main on deposit at the bank (6.5 + 20% x 6.5 = 7.8). 

Yields on newly-issued and publicly-traded corporate bonds also increased 
during the October to December 1968 period with lesser quality issue yields 
increasing more rapidly. The following tabulation illustrates this trend: 
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Memorandum to Messrs. Shatzkin and 
Cooper 

- 5 - 


March 5, 1974 


Moody's Average of Yields on 
Newly-Issued Corporate Bonds 



Composite 

Aaa 

Aa 

A 

Baa 

1968 






Oct. 

6.81% 

6.59% 

6.79% 

6.89% 

6.95% 

Nov. 

6.92 

6.83 

6.74 

7.08 

7.36 

Dec. 

7.17 

6.92 

7.11 

7.34 

7.45 


Source: Moody's Industrials 1973.pp. a52-53 

Note that these are large issues publicly underwritten by investment bankers. 

Moody's definition of the lowest ranked issue cited above and for which records 
are kept, Baa, is illuminating for our purpose. That is: 

Baa: Medium grade obligations - neither 

highly protected nor poorly secured. 

Interest payments and principal se¬ 
curity appear adequate for the pres¬ 
ent but protective elements are lack¬ 
ing . Speculative character. 

Traditionally, these Baa bonds are from companies with financial characteris¬ 
tics whose interest coverage by net earnings is at least two times and long 
term debt/equity ratio is not poorer than one-third/two-thirds and generally 
embrace a conversion into common feature. 

Valuation : 

The valuation of these notes as of December 2, 1968 is the value on that day 
of receiving $1,100,000 annually for five years starting with November 1, 1974 
(i.e., starting at the end of their sixth year of issue) plus the privilege to 
convert these Notes into^JB7,500 shares of Titan common stock. 
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Developing the current value of money to be received in the future is a simple 
mathematical calculation facilitated by standard statistical tables. However, 
the key variable to be established is the interest rate which would be appro¬ 
priate for the quality, risk, size and other features of this issue. If, for ex¬ 
ample, the 4% interest rate of the Notes were the appropriate one, then the 
present value of the Notes would be equal to their future or face value. That 
would mean the interest payments from the Notes fully compensate for the cost 
of money, inflation, risk, marketability, etc. 

Such is not the case. A prime credit risk had to pay a commercial bank the 
equivalent of 7.8% interest on money borrowed (6 1/2% plus compensating 
balances). Companies with a poorer credit standing have to pay upwards of 
4% points of premium on the prime rate. Banks, however, rarely grant loans 
at a 4% premium rate because they are unwilling to accept the greater risk in¬ 
volved in lower interest coverage or inadequate collateral supporting the loan. 

If financial intermediaries had tried to create this loan, their standard for in¬ 
terest rate would have been at least 4% points higher than the Baa rate of larger 
public issues, suggesting an interest rate of 11%. 

Considering the deficit earnings history of Titan (even adjusting pro forma for 
the acquisition of the Faggen Companies), the substantially leveraged capital 
structure with 75% debt, the absence of collateral security for the Notes and 
their subordination to any future institutional or bank debt that may be created, 
it would appear that an interest rate of at least 11% a year would be appropriate 
here. Since the Notes already pay 4% interest, the present value derivation 
should be calculated using a rate of 7% (i.e., 11% minus 4%) as follows: 

Present Value of $1 

received at end of 7% 


6th year 

0.666 

7th " 

.623 

8th " 

.582 

9th " 

.544 

10 th " 

.508 


2.923 


or 2.923 x $1,100,000 => $3,215,000 . 
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Cooper March 5. 1974 
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The conversion feature in the Notes is already reflected in the 11% interest 
rate assumption. It provides a necessary speculative option to participate 
in the possible long term success of Titan that is traditionally granted as a 
"sweetener” feature for debt that is poorly secured. The conversion price 
was at a conventional 11% premium over market. But the market itself was 
highly inflated having quadrupled during the year to a level of approximately 
a four-fold premium over book value of $4 per share (or $5 per share if the 
Notes are capitalized). The shares themselves would be severely limited as 
to marketability for the initial three years, until the end of 1971. 

Overall, I believe the appropriate value of these Notes on December 2, 1968 
was, at most, $3,200,000. 


FS/mh 
Ends. 
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EXHIBIT A 

TITAN GROUP, INC. 

47. CONVERTIBLE INSTALLMENT NOTE 
DUE NOVEMBER 1, 1978 


SERIES 


Number 


New York, New York 
October 1, 1968 


TITAN GROUP, INC., a Delaware corporation (hereinafter 
called the "Company."), for value received, hereby promises 

0 m 

to pay 


il M 
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or order, the principal sum of 


Thousand Dollars 


($ ) in such coin or currency of the United States of 

America as at the time of payment (as hereinafter set forth) 
shall be legal tender for the payment of public and private 
debts, upon surrender hereof for payment in full at the prin¬ 
cipal office of the Company, 529 Fifth Avenue, New York, New 
York, and to pav interest on the unpaid principal hereof from 
the date hereof it the rate of 4% per annum, in like coin or 
currency, semi-annually on May 1 and November 1 of each year,, 
until such principal sum shall have become due and payable, 
and to pay interest at the rate of 77, per annum on any over¬ 
due principal and (to the extent permitted by applicable law) 

• * * 

• \ • 

on any overdue Interest, from the due -date thereof until the 

. • ^ . . 

obligation of the Company with respect to the payment thereof 


shall be discharged. 
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This Note is one of a series of Notes of the Company 
aggregating $ in principal amount, numbered 

to inclusive. 

1. Payment of Principal . 

The principal sum of this Note and all interest 
then accrued and unpaid shall become due and payable as 
follows: 

November 1, 1974, 20% of the original face amount hereof. 

November 1. 1975, 207. of the original face amount hereof. 

»* • 

November 1, 1976, 20% of the original face amount hereof. 

November 1, 1977, 20% of the original face amount hereof. 

November 1, 1978, the balance of the original face amount hereof 

Notwithstanding the foregoing, (a) if the Com- 

-pany shall (i) admit in writing its inability to pay its 

debts generally as they become due, (ii) file a petition in 

bankruptcy or a petition to take advantage of any insolvency 

act, (iii) make an assignment for the benefit of its creditors, 

(iv) consent to the appointment of a receiver for itself or 

for the whole or any substantial part of its property, (v) on 

a petition in bankruptcy filed against it, be adjudicated a 

• , 

bankrupt, or (vi) file a petition or answer seeking a reor¬ 
ganization or arrangement under the federal bankruptcy laws 
oy any other applicable law or statute of the United States of 
America or any state thereof; or (b) if a court of competent 
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jurisdiction shall enter an order, judgment or decree 
appointing, without the consent of the Company, a receiver 
of the Company, or of the whole or any substantial part of 
its property, or approving a petition filed against it 
seeking reorganization or arrangement of the Company under 
the Federal bankruptcy laws or any other applicable law or 
statute of the United States of America or any state 
thereof, and such order, judgment or decree shall not be 
vacated or set aside or stayed within sixty days from the 

date of entry thereof, or (c) if, under the provisions of any 

* *• 

other law for the relief or aid of debtors, any court of 
• * 

competent jurisdiction shall assume custody or control of the 
Company or of the whole or any substantial part of its 
property and such custody or control shall not be terminated 
or stayed within sixty days from the date of assumption of 
such custody or control; or (d) in the .event of a default in 
the payment of any installment of interest or principal here¬ 
under which continues for fifteen (IS) days after written 
notice thereof to the Company, then, at the option of the 
holder of any Note in the series in which this Note is one, 

all of the Notes in such series shall immediately become due 

% 

and payable. 

2. Register of Notes . - 

The Company or its duly appointed agent shall 
maintain a register or registers in which it shall register 
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all of the Notes and shall transfer them in accordance with 
the terms hereof. The Notes shall be transferred only on 
the register or registers maintained by the Company or its 
agent and the Company shall be entitled to regard the regis¬ 
tered holder as the actual holder of the Note so registered 
for all purposes until a transfer has been effected by the 
Company or its agent. The Company or its agent shall not 
be required to make any transfer unless and until it shall 
receive the Note to be transferred duly and properly endorsed 
or signed by the registered holder thereof or by his attorney 
duly authorized in writing, with signature guaranteed by a 
bank or brokerage house and unless and until the registered 

holder is entitled to transfer.the same under the provisions 

^ * 

hereof. • ' * 

• • , 

3 . Prepayment . 

The Company may not prepay any of the Notes, 
or any part thereof, prior to November 1 , 1971 . Thereafter, 
the Company, at its election, subject to the giving of notice 
as provided below, may prepay the principal amount of the 
outstanding Notes, in whole or in part, at the respective 
amounts set forth below plus interest accrued and unpaid to 


the date of prepayment. 
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If Prepaid during the 
TwelverMonth Period 
Commencing November 1 

1971 

1972 

1973 

1974 

1975 

1976 

1977 


Prepayment Price 
(as a percent of. 
Principal Amount) 

105% 

104-1/67. 

103-1/37. 

102 - 1 / 2 % 

101-2/37. 

100-5/6% 

100 % 

shall 


Notwithstanding the foregoing, the Company 


have the option at any time prior to November 1, 1971, in 


the event of any merger or consolidation of the Company with 
or into, or the sale of substantially all of its assets to, 
any other corporation, to call for prepayment any or all of 


such Notes at 105% of the face amount plus Interest accrued 
and unpaid to the date of prepayment or to cause without 


penalty such other corporation or any surviving or resulting 
corporation to assume the Company's obligations under the 
said Agreement, in the manner and fashion set forth in the 
last paragraph of Section 4 below. 

In the case of any prepayment of the Notes or any 
+ • • 
part thereof, notice thereof shall be given not less than 

thirty nor more than sixty days prior to the date fixed in 

such notice for such prepayment (hereinafter referred to as 

the "Prepayment Date"). Such notice shall be sent by regis¬ 


tered or certified mail, postage prepaid,, to each of the holders 
of the Notes then outstanding at the most recent address of such 
holders as reflected in the register or registers of Notes main- 
tained by the Company, and said notice shall be deemed given 


when deposited in the mall 
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In the case of any prepayment of less than the 
entire unpaid principal amount of all outstanding Notes, 
the amount to be prepaid shall be applied pro rata to all 
outstanding Notes according to the respective unpaid 
principal amounts thereof with the amount of the 
prepayment applied first to the last payment due on all 
of the outstanding Notes and thereafter to the payments 
due under such Notes In Inverse order to their due dates. 


4. Conversion Privilege . 


toy holder of any Note, at his option, at any 

AML 



time ill L Li ^raWhi'r a Vif rhr —T, and from time to time j 
up to noon, New York time, on‘the fifth day before the Pre¬ 
payment Date or the final maturity date (whichever Is applicable), 


may convert such Note or any part thereof held by him into 
Common Stock of the Company, at the rate and upon the terms 
hereinafter set forth. Such conversion shall be at the rate 


of one whole share of Common Stock for each Twenty Dollars 
($20.00) of the unpaid principal amount of each Note, 


subject to adjustment as provided herein. No fractional 
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shares will be issued in connection with any such conver¬ 
sion, but in lieu of such fractional shares the Company 
shall make a cash payment therefor equal in amount to the 
product of the applicable fraction multiplied by the con¬ 
version price then in effect. 

To convert, the holder of any Note shall deliver 
written notice of his election to so convert, and shall sur- 
render such Note appropriately endorsed to the Company at 
its principal office. The date of conversion of such Note 
shall be deemed to be the date of receipt of such Note by 
the Company, provided it is accompanied by the required writ- 

I 

ten notice, even if the Company's stock transfer books are at 
the time closed, and the converting holder shall be deemed to 
have become, on the date of conversion, the record holder of 
the shares of Common Stock deliverable upon such conversion. 

As soon as reasonably possible after the date of 
conversion, the Company shall issue and deliver to such con¬ 
verting holder a certificate or certificates for the number 
of shares of its Common Stock due on such conversion. No 
adjustment shall be made in the number of shares of Common 
Stock issuable upon conversion of the Notes on account of in¬ 
terest accrued but not yet due and unpaid to the date of con¬ 
vert 1 in; provided, however, that the amount of any interest 

theretofore due and unpaid at the date of conversion and a pro 

• 

rated amount of interest from the last interest date to the 
date of conversion shall be paid by the Company in cash upon 
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conversion and shall not be convertible into Common Stock. • 

The issuance of Common Stock certificates on conversion 
shall be made without charge to the holder of the converted 
Note for any issuance or transfer tax in respect of such 
issuance. 

The Company shall nqt, however, be required 
to pay any tax which may be payable in respect tq any 
transfer involved in the issue and delivery of shares of 
Common Stock in any name other than that of the holder of 
the converted Note, and the Company shall not be required 

f 

to issue or deliver any such Common Stock certificate unless 
and until the person or persons requesting the issuance thereof 
shall have paid to the Company the amount of such tax or shall 
have established to the satisfaction of the Company that such 
tax has been paid. 

In the event that the Company shall at any 
time change the outstanding shares of Common Stock issuable 
upon conversion of the Notes by way of stock dividend, stock 
iplit, reverse stock split or similar reclassification (all 
such changes are hereinafter referred to as "Reclassifications”) 
of the capital stock of the Company, the conversion price of 
the Common Stock as defined above shall be proportionately de¬ 
creased or increased. Any such adjustment shall become effec- 
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tive at the close of business on the date that any such 
Reclassification shall become effective. Notice of any 
such adjustment shall be mailed, by first class mail, by 
the Company to the holders of the Notes at the most cur¬ 
rent address reflected in the register or registers of 

• % 

Notes maintained by the Company. ' 

.In the event that after the date hereof the Com¬ 
pany shall merge or consolidate into another corporation, or 

shall sell, transfer or otherwise dispose of all or substan- 

• • • 

tially all of its property, assets or business to another 
corporation, and pursuant to the terms of such merger, con¬ 
solidation or disposition of assets, shares of Capital Stock 
of the successor or acquiring corporation shall be received 
by or distributed to the holders of Common Stock of the Com¬ 
pany, and in the event and to the extent that the Company shall 
not elect to prepay the Notes or any portion of them pursuant 
to Paragraph 3 above, the successor or acquiring corporation 
shall execute an agreement supplemental hereto assuming all 
of the Company's obligations hereunder and providing that the 

l • • 

Notes shall thereafter be convertible into shares of Capital 
Stock of the successor or acquiring corporation in the same 
manner as if such Notes had been converted into Common Stock 
of the Company immediately prior to such event. 

The Company covenants and agrees that during the 
period during which the Notes shall be convertible, the Com¬ 
pany will at all times have authorized and reserved for the 
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purpose of issue upon exercise of the conversion privilege 
a sufficient number of shares of its Common Stock. 

5. Transfer Without Registration . 

No holder of any Note or Common Stock issuable 

upon conversion of any Note shall transfer such Note or 

• % 

Common Stock Issuable upon conversion thereof (hereinafter 
referred to as "Note Stock") unless each of the following 
conditions has been satisfied: 

(a) The Company shall have received written 
notice of the proposed transfer, setting forth the circum¬ 
stances and details thereof; 

(b) The Company shall have received a written 
opinion from a law firm satisfactory to the Company specify¬ 
ing the nature and circumstances of the proposed transfer 
and indicating that the proposed transfer will not be in 
violation of any of the provisions of the Securities Act of 
1933 and the Rules and Regulations promulgated thereunder; and 

(c) The Company shall have received a written 

opinion from its counsel to the effect that, the proposed trans-, 
fer will not be in violation of any of the provisions of the 
Securities Act of 1933 and the Rules and Regulations promul¬ 
gated thereunder. : # 

6. Subordination Provisions . 

The holder hereof agrees that the payment of the 
principal, premium, if any, and interest on this Note is ex¬ 
pressly subordinated to the prior payment of any and all Senior 
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Debt of the Company or any of its subsidiaries. "Senior 
Debt" for this purpose means the principal of (and pre¬ 
mium, if any) and interest on the following, whether out¬ 
standing at the date hereof or hereafter incurred or 
created: (a) indebtedness of the Company or any of its sub¬ 
sidiaries for money borrowed from financial institutions 
(which term shall include without limitation banks, trust 
companies, insurance companies and other financing insti¬ 
tutions and charitable trusts, pension trusts and other in¬ 
vesting organizations), evidenced by notes or other written 
obligations, (b) any guarantee or guarantees of the Company 
of any such borrowing described in clause (a) above by any 
subsidiary of the Company, (c) indebtedness of the Company 
any of its subsidiaries evidenced by notes, debentures 
(o-her than this Note and those others of like tenor issued 
concurrently herewith), bonds or other securities issued for 
money under the provisions of any indenture or similar instru- 
ment, and (d) deferrals, renewals, extensions and refunding of 
indebtedness of the kinds described in the preceding clauses 
(a), (b) and (c). For purposes of this Note, the term "sub¬ 
sidiary" means any corporation, at least 80Z of the issued and 

• • 

outstanding voting shares of stock of which are owned b.y the 
Company or by any subsidiary of the Company. 

(a) Upon any payment or distribution of any kind 
or character, whether in cash, property or securities, to 
creditors upon any dissolution, winding up, liquidation, reor¬ 
ganization, recapitalization or readjustment of the Company or 
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its securities (whether voluntary, involuntary, or in bank¬ 
ruptcy, insolvency or receivership proceedings or upon an 
assignment for the benefit of creditors, or any other arrange¬ 
ment or marshalling of the assets and liabilities of the Com¬ 
pany or otherwise): 

(1) all Senior Debt shall first be paid in full or 

• * * | 

provision made for such payment in money or money s 

worth, before any payment or distribution is made on 
account of thcprincipal of and premium, if any, and 
Interest on this Note; and » 

(2) any payment or distribution of any kind or 
character, whether in cash, property or securities to 
which the holder of this Note would be entitled except 
for the provisions of this Paragraph 6, shall be paid 
by the liquidating trustee or agent or other person 
making such payment or distribution, whether a trustee 
in bankruptcy, a receiver or liquidating trustee or 
other trustee or agent, directly to the holder or 
holders of the Senior Debt or their representative or 

\ 

representatives ratably according to the aggregate 
amounts remaining unpaid on account of the principal of, 
premium, if any, and interest on, the Senior Debt held 
or represented by each, to the extent necessary to make 
payment in full, in money or money's worth, of all 
Senior Debt remaining unpaid, after giving effect to any 
concurrent payment or distribution, or provision therefor. 
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to the holders of such Senior Debt. 

(b) No payment of the principal of or premium, 
if any, or interest on this Note shall be made by the Com¬ 
pany or received or accepted by the holder hereof, and no 
redemption, retirement, purchase or other acquisition of this 
Note shall be made by the Company, or any amount in respect 
thereof received or accepted by the holder of this Note, if, 
at the time thereof or immediately after giving effect 
thereto, there exists (and has not been waived) any default 
in the payment of principal of, or premium, if any, or in¬ 
terest on, any Senior Debt or any other default under any 
Senior Debt or under any agreement pursuant to which any Senior 
Debt is issued, if the effect of such other default is to cause 
or permit the holder or holders of such Senior Debt to cause 
such Senior Debt to become due prior to its stated maturity. 

(c) In the event that, notwithstanding the provi¬ 
sions of this Paragraph 6, any payment, distribution or amount 
of any kind or character, whether in cash, property or securi¬ 
ties, shall be received by the holder of this Note contrary to 
the provisions of subparagraph (a) or (b) of this Paragraph 6, : 
then such payment, distribution or amount shall be held in 
trust by such holder for, and immediately paid over to, the 
holder or holders of Senior Debt remaining unpaid or unpro¬ 
vided for, or their representative or representatives, for 
application to the payment of such Senior Debt ratably accord¬ 
ing to the aggregate amounts remaining unpaid on account of 
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the principal of., premium, if any, and interest on such 

Senior Debt until all such Senior Debt shall have been paid 

in full in money or money's worth, after giving effect to 

any concurrent payment or distribution, or provision therefor, 

to the holders of such Senior Debt. 

(d) Subject to the payment and satisfaction in 

full of all Senior Debt, the holder of this Note shall be 

subrogated to the rights of the holders of Senior Debt to 

receive payments or distributions of assets of the Company 

• • * • 

• t • % 

thereafter payable or distributable to the holders of Senior 
Debt, to the extent of the payments and distributions paid 
over to or for the benefit of the holders of Senior Debt pur¬ 
suant to the provisions of this Paragraph 6, until the principal 
of, premium, if any, and 'interest on this Note shall be paid in 
full. Nothing contained in this Paragraph 6 is intended to or 
shall impair, as between the Company, its creditors other than 
the holders of Senior Debt, and the holder of this Note, the 
obligation of the Company, which is absolute and unconditional, 
to pay to the holder of this Note the principal of, premium, 
if any, and Interest on this Note as and when the same shall 
become cue and payable in accordance with its terms, or to 
affect the relative rights of the holder of this Note and 
creditors of the Company other than the holders of Senior Debt. 

(e) The holder hereof agrees, from time to time, 

I 

upon request, to make, execute and deliver, any endorsements, 
assignments, proofs of claim, consents, agreements or instru¬ 
ments which the holder of any Senior Debt may deem necessary 
or desirable in order to effectuate the purposes of this 

• • 

Paragraph 6. The holder hereof agrees not to surrender or 



1749 

Defendant'e Exhibit U 

release any claims under or evidenced by this Note until 
all Senior Debt has been paid in full, except to the extent 
of payment of principal, premium, if any, or interest paid 
by the Company hereon which are not prohibited by the other 
provisions of this Paragraph 6. The foregoing shall not 
affect the right of the holder hereof to transfer or assign 

this Note to any person other than the Company, such person 

* •* r *. * • . m 

to continue to be bound by the provisions of this Paragraph 6, 

provided that said transfer or assignment shall be pursuant 

• • ^ 

to the provisions of Paragraph"5 hereof. * — 

(f) In the event of any proceedings for the dis- 

«i» . 

solution, winding up, liquidation, reorganization, recapitali¬ 
zation or-readjustmenfof-thettompany or-itsTrecurities (whether 

% *• 

voluntary, involuntary, or in bankruptcy, insolvency or re- 

• * L' 

ceivership or upon an assignment for the benefit of creditors 

" ■ 

or any other arrangement or marshalling of the assets and 

liabilities of the Company or otherwise), then, at the option 

of any holder of Senior Debt,*"this Note" shall immediately be~— 

come due and payable, without notice or demand, and any holder 
of Senior Debt shall be and is hereby authorized, as attorney ' 

in fact for the holder of this Note, to prove the indebted¬ 
ness evidenced by this Note on behalf of the holder thereof. 

. 

No holder of Senior Debt shall be under any duty to take any 
action in connection with any claims of the holder of this 

I • 

-Note and shall not be responsible in any respect in connection 

* • * i • ‘ • •• 

therewith for action it may take, or refrain from taking, or 

• '■'’A&tk - ..• 

otherwise, except for wilful malfeasance. 

(g) No right of any present or future holder . „ • 
of any Senior Debt to enforce subordination as herein provided 
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shall, at any time, in any way, be prejudiced or impaired by 

• 

any act or failure to act on the part of the Company, or . 

by any act or failure to act by any such holder, or by any 

noncompliance by the Company with the terms and provisions 

of this Note, regardless of any knowledge thereof any such 

holder may have or may be otherwise charged with, or by the 

release by any holder of Senior Debt of any security, 

endorsers, sureties or guarantors with respect to any Senior 

Debt or by the release by any holder of Senior Debt from the 

terms of any subordination instrument of any claims subor- 

dinated to this payment thereof. . . 

. • 

(h) All the other provisions of this Note shall 
be subject to the provisions of this Paragraph 6, notwith¬ 
standing anything therein contained to the contrary. 

" * 7. Legend . 

It is understood and agreed by the parties hereto 

• • 

and all persons who shall from time to time be holders of any 
of the Notes or Note Stock, that the Note Stock shall bear 
a legend substantially as follows: 

"The transfer of the shares represented 
by this certificate is subject to the conditions 
specified in the Agreement dated December 2, 

* • I 

1968, providing for the issuance of Notes pur¬ 
suant to the conversion of which such shares 

.* • • * 

were issued and sold by Titan Group, Inc. \ 

V 

(the "Company") and no transfer of such shares 
shall be valid or effective until such condi¬ 
tions have been fulfilled. A copy o£ such * 
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Agreement is on file and may be inspected at 
the principal office of the Company." 

8. Attorneys' Fees . 


In the event that legal action becomes necessary 


to enforce the terms and conditions of this Note, the losing 
party in such legal action shall pay all the incidental costs 
and reasonable attorneys' fees incurred by the prevailing 
party. 


TITAN GROUP, INC. 

* • < 
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